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INTERNATIONAL AFFAIRS 


CEMA GOALS OF FUTURE ECONOMIC COOPERATION WITH WEST OUTLINED 
East Berlin DIE WIRTSCHAFT in German Vol 37 No 2, 11 Feb 82 pp 30-31 


[Article by Gottfried Kloss: "Economic Relations with Capitalist Industrial 
Countries] 


{Text} The socialist states will continue to advocate consistently the de- 
velopment of peaceful coexistence relations with the capitalist countries and 
an intensification of long-term economic contacts and accords, aiming at 
deepening relations in the interest of peace and mutual advantage, That 

has been unanimously expressed at the most recent party congresses in all 
fraternal CEMA countries and reflects the objective tendency of an increas- 
ing international division of labor. 


Despite the course pursued by the U.S. administration, of deliberately inter- 
fering with economic relations, all CEMA countries carry on the further ex- 
tension of normal relations, based on equality and reciprocity, with all who 
are interested in peaceful commerce. 


Today more than ever, an international division of labor becomes a necessary 
condition in every country for increasing production efficiency. By what 
means, how quickly and how intensively the division-of-labor processes between 
states belonging to differing social systems can develop, however, depends on 
the international political climate and on the implementation of the peaceful 
coexistence policy. 


The socialist countries make deliberate use of the advantages in an interna- 
tional division of labor for a continued, planned and proportionate, economic 
development, thus to fulfill the main task for the good of their peoples. 

That integrates, under socialist production relations, economic relations with 
capitalist industrial countries based on reciprocity with the CEMA countries’ 
overall economic strategy. The CEMA countries’ five-year plans in effect 

show that it is so. 


Not Just a Safety Valve for Crises 


In the capitalist world economy, capitalist internationalization processes 
that are going on, are, for the sake of making maximum profits, aimed at taking 











into account the social character of the productive forces, under the pies- 
sure generated »y the scientific-technical revolution, and at meeting the 
accelerated drop in the profit rate through monopolizing scientific-technical 
progress, 


Concurrently and as a result of a slowdown of the economic growth rate, the 
chronic inflation and increasing destabilization of the capitalist currency 
system, the contradictions within the capitalist world economic system are 
deepening and competition and anarchy are sharpening and are worsening t:he 
conditions for capital investment. Hence, the capitalist states regard 
economic relations with the CEMA countries as a safety valve for crises, On 
the other hand, the most aggressive circles, depending on the political and 
economic situation in their countries, keep trying to use these economic re- 
lations, within the scope of the conflict between the systems, to deepen the 
confrontation course, use political pressure, and seek to interfere with the 
CEMA countries’ domestic affairs, which is bound to constrain these rela- 
tions--without the socialist states being much hurt by it. That is also 
shown, among other things, by the fluctuating growth rates in the trade 
between the CEMA countries and the capitalist industrial countries. Whereas 
in 1975 there was a turnover increase of 13.2 percent, it came to only 11.7 
percent in 1976 and to a mere 4.8 percent in 1977. In 1978 and 1979, growth 
rates rose again to 14.4 and 22.5 percent respectively and then dropped once 
more to 14.4 percent in 1980. On the other hand, corporations in the capital- 
ist industrial countries, fighting for sales markets and favorable positions 
in their competition, as well as certain capitalist governments, to secure 
their raw materials over the long run and preserve or expand jobs, are inter- 
ested in deepening relations with the CEMA countries, That applies particu- 
larly to countries such as Finland, Austria, Japan, France and the FRG, as 
also shown by steadily increasing sales. 


More than one-fourth of the foreign trade between the developed capitalist in- 
dustrial countries and the CEMA countries goes to the FRG and West Berlin, for 
instance, whereas the U.S. foreign trade lies below 8 percent, and that of 
Great Britain, around 6 percent. Notably, the imperialist states, by using 
certain monopoly positions on the capitalist world market and extensively ap- 
plying state monopoly techniques, seek to preserve old structures in their 
economic relations with the CEMA countries or to generate such as would give 
the monopolies a scientific-technical lead and, hence, strategic economic ad- 
vantages in the class conflict. 


io improve their competitive situation, they pursue mainly the following in- 
terests: 


--ensuring long-term supplies in energy and raw materials; 
--exports to the large and dynamic CEMA markets; 


--utilizing scientific-technical data of the CEMA countries; 


--shifting inefficient, costly and environmentally harmful production over to 
the CEMA countries; and 














--using trade and production cooperation with CEMA countries as a crisis 
valve. 


CEMA countries must expect that the capitalist circles or countries with 
which they deal fully recognize the peaceful coexistence relations and act 
accordingly and offer certain guarantees for undisturbed economic relations, 
So aS to not only carry on but further extend what has been achieved. 


Detente With an impetus 


As one cannot rule out political reversals and sudden changes in the spon- 
taneous and unstable capitalist world economy and sudden changes in the situ- 
ation on account of it, however, there are no automatic effects between long- 
term economic relations and detente. It follows that political class 
vigilance and militarily securing the accomplishments of socialism are of 
great importance despite all of the objectively developing economic rela- 
tions. With it, long-term economic relations themselves modify the strviggle 
between the two systems. That makes it imperative for the CEMA countries to 
take up the fight time and again for equality and mutual advantage in each 
agreement, each contract and each individual transaction and demand the 
elimination of trade obstacles. 


For assessing the results of the economic relations between the CEMA countries 
and the capitalist industrial countries, it is of special importance that the 
close economic entwining of CEMA and the formation of rational economic struc- 
tures linked with it have evolved a kind of economic potential that cen form a 
secure and stable point of departure and framework for developing econ mic re- 
lations with the capitalist industrial countries, 


That also deprives the imperialist circles of their material foundation for 
seeking to use their economic relations with us as political pressure. This, 
together with resolute detente, ensured the rapid development of economic re- 
lations with the capitalist industrial countries in the 1970's, its most con- 
centrated expression being the import-export boost. Foreign trade between 
the European CEMA countries and the capitalist industrial countries rose more 
than fivefold (see table). The increasing foreign trade business also 
boosted the proportion in foreign trade under long-term agreements and linked 
with the development of new forms of cooperation. New forms that have been 
found expedient and are subject to further development are production cooper- 
ative, research or scientific-technical cooperation, compensation trans- 
actions, cooperation on third markets, and the formation of mixed corpor- 
ations in the territories of capitalist countries. cnough evidence for that 
comes from the rapid increase in cooperation agre ments between enterprises 
in CEMA countries and capitalist corporations (350 to 400 signed in the early 
1970's, circa 2,000 in 1980), 











Table: Foreign Trade Between European CEMA Countries and Capitalist Indus- 
trial Countries (in Rubles and in Percent of Total For:ign Trade per Country 


1970 1975 1980 
Change in 
Million Million Miilion Percent 
Rubles z Rubles y 4 Rubles z 1980;:1970 
bulgaria 572 16.6 1,276 17.4 2,163 16.4 378 
Hungary 1,222 28.4 2,112 24.4 7,625 3%.7 624 
GDR 2,067 24.4 4,132 25.9 7,047 27.4 341 
Poland 1,743 27.1 7,044 41.3 8,553 %4.7 491 
Romania 1,227 35.8 2,920 36.7 5,641 33.1 460 
USSR 4,694 21.3 15,843 31.3 31,625 33.6 674 
CSSR 1,509 22.4 2,719 22.4 4,653 23.0 308 
Total 13,034 36 ,046 67,307 516 


Proportion of Machines, Equipment and Transportation Vehicles in the CEMA 
Countries’ Imports from Capitalist Industrial Countries in 1979 (current 
prices, in percent) 


Bulgaria Hungary GDR Poland Romania USSR CSSR Total 


25.3 35.0 28.0 29.0 eee 34.2 32.2 32.2 


There have been an estimated 100,000 cooperation agreements among the capital- 
ist industrial countries, The proportion of cooperation deliveries lies 
between 25 and 30 percent of total world trade. This also gives rise to the 
demand for the capitalist industrial countries to increase their imports of 
products in machine building from the CEMA countries, gaged against their ex- 
ports in this area. 


Were the capitalist industrial countries to accept a foreign trade structure 
commensurate with today's high technological state of development and the 
economic capacity of the European CEMA countries, further consideration re- 
serves could be tapped in their reciprocal trade, The growth-oriented social- 
ist market has an abiding interest in the exchange of investment commodities. 
Though the CEMA countries’ installation, equipment and machine imports from 
the capitalist industrial countries rose by leaps and bounds in the 1970's 
(see table), they were fairly small, if measured against the overall invest- 
ments in equipment and the need for the CEMA countries, 


For the USSR, e.g., these imports made up circa 6 percent of its total equip- 
ment investments in 1977, The call for expanding the trade in this field has 
nothing to do with the popular theory in Western countries, for which there is 
no rough-and-ready evidence, that the CEMA countries purportedly "depend on 
Western technology." On the contrary, if one looks at the computations of 








Verein Deutsche Maschinenbauanstalten e. V. (Association of German Machine 
Building Institutions) in the FRG, saying that circa 82 percent of all the 
world's machine exports goes to capitalist industrial countries, that theory 
falls by the wayside in view of the small proportion of such imports to over- 
all investments for equipment by the CEMA countries. 


ways to Expand Economic Relations 


The CEMA countries have shown possibilities for deepening economic relations 
SO as to make them more eifective on behalf of strengthening the material- 
technical base of socialism through their long-term target programs and the 
economic projections for the 1981-1985 five-year plans. These documents also 
Set the range for offers in economic relations with the capitalist industrial 
countries. As the quantitative and qualitative extension of the CEMA 
countries’ economic relations with corporations in capitalist industrial 
countries was purposefully brought about in the 1970's--despite many attacks 
from circles on the right or measures by imperialist governments to compli- 
cate or undermine mutual advantageous relations--such relations will continue 
to develop in the 1980's, as well. 


The basis for extending economic relations are the long-term accords and 
agreements on the government level the CEMA countries concluded with capital- 
ist industrial countries and also the Final Act of CSCE. Derived from then, 
many different economic accords, trade agreements, contracts and understand- 
ings with firms have already been concluded for 10 and partly 20 or 25 years, 
as basis for reciprocal economic relations. Such a development should be 
further extended, 


Furthermore, the rapidly advancing scientific-technical progress, based on 
contractual arrangements, led to new forms of cooperation, 


We are working on circa 100 large-scale projects right now. That in turn made 
the realization of projects more complex, often involving, on the part of the 
capitalist countries, several corporations (even above and beyond national 
boundaries), several industrial branches and banks, and many different enter- 
prises in the various branches and magnitudes, 


Stronger reciprocal economic incentives were generated by the scope and type 
of business and their modes of transaction (performance and counter-perfor- 
mance), exercising positive effects on enforcing the peaceful coexistence 
pol icy. 


The search for new forms of economic relations was greatly aided by the de- 
velopment of finance and credit relations. Such large-scale and compensation 
projects and other forms of cooperation, crucial for expanding the relations 
between the CEMA countries and the capitalist industrial countries, became 
possible only because of the active role of the banks both in the CEMA 
countries and in the capitalist industrial countries, 

















Aspects in the Practice of Relations 


An analysis of economic relations thus far and of international development in 
the early 1980's shows that in the interest of enforcing a we). 1-balanced and 
realistic economic relations policy between the CEMA countries and the 


capitalist industrial countries, the following matters should be given atten- 
tion: 


First: The CEMA countries’ basic economic tasks can be solved only on the 
basis of stable and efficient economies of their own and through their cooper- 
ation within the framework of socialist economic integration. This also 
forms the framework and the prerequisites for changes in the export-import 
structure and for further developing economic relations with the capitalist 
industrial countries in terms of equality and reciprocity and for the stabil- 
ity in foreign trade relations. 


Second: Because economic relations between the CEMA countries and capitalist 
industrial countries are insecure and limited, in consequence of the in- 
evitabilities of the capitalist system, the risks for the CEMA countries are 
to be minimized by means of transactions that are relatively demarcated in 
content and time-frames. 


Third: In the economic relations between CEMA countries and capitalist in- 
dustrial countries, traditional foreign trade will always be predominant. 
this, however, does not obviate, while using the objective tendencies result- 
ing from the development of material production, mcre such forms of cooper- 
ation as transcend the traditional foreign trade, ensure more continuity and 
reliability on the part of the capitalist corporations or capitalist countries 
ind, along with it, make for high efficiency. 


Fourth: Avoiding unilateral economic dependence and risks resulting from it 
becomes increasingly a matter of first-rate importance for the CEMA countries. 
For that reason, long-term economic relations with the capitalist industrial 
countries must, among other things, be rigorously implemented on the basis 

‘f the socialist foreign trade monopoly. This is the only way to restrain any 
negative effects the capitalist system could have on the socialist economy. 


ihe author's ideas as presented here are meant to stimulate the debate and 
help increase the importance of foreign trade as an economic growth factor 


for turther increasing our efficiency, productivity and, hence, our national 
te ome. 


»8RS 
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INTERNATIONAL AFFAIRS 


CEMA PRICING MECHANISM’S IMPACT ON GDR POREIGN TRADE ANALYZED 


Cologne DEUTSCHLAND ARCHIV in German Vol 15 No 3, Mar 82 (signed to press 
19 Feb 82) pp 262-269 


{Analyses and Reports’ feature article by Maria Haendcke-Hoppe, economist, 
Research Office for All-German Economic and Social Problems, West Berlin: 
“GDR Foreign Trade Under Pressure to Succeed." The article is an updated 
version of a talk given by the author at the Seventh Symposium of the above 
Research Office in the Reichstag Building, West Berlin, 19 November 1981. 
Translations of three articles cited in footnotes below are published under 
quoted headings in the following JPRS issues of this series: Footnote l-- 
“Current Problems in Economic Planning Analyzed,” 73014, 16 Mar 79, No 1868, 
pp 56-70; Footnote 3--"Analysis of 1981-85 Plan Directive Sees Focus on 
Exports,” 79108, 1 Oct 81, No 2181, pp 42-56; and Footnote 11--"Energy 
Problems Seen Restricting Economic Growth,” 77656, 24 Mar 81, No 2109, 

pp 4-15) 


[Text] Indebtedness Doubled 


More than ever before in the history of the GDR, the expired 1976-1980 plan 
period was shaped by foreign trade events. It was caused by price explosions 
on the world market--primarily for petroleum--and its effects on the CEMA 
market. Until 1980 the terms of trade, i.e. the exchange relations in 
foreign trade, deteriorated steadily for the GDR, toward the West as well as 
toward its main trading partner, the USSR. An additional factor, which made 
things even more difficult, was the fact that for the first time a five-Year- 
Plan came to an end which lacked essential prior postulates for planning. 
Since 1975 the lion share of foreign trade transactions, i.e. the one with 
CEMA countries could no longer be planned and carried out--as was the case 
until that date--on a fixed-price basis for the entire duration of the 
Five-Year-Plan. As is well-known, in 1975-<-the last year of the 1971-1975 
period--the 5-year fixed-price basis was abolished beciuse of the explosion 
in raw material prices and a new system of annual price adjustments was 
introduced, based on the average prices for the preceding 5 years (for 1975 
it was 3 years). 


Since the GDR as well as other CEMA countries greatly underestimated the 
effects of this new CEMA pricing mechanism on the development of the terms 
of trade when the Five-Year-Plan was drawn up, during the first few years of 














the period ending with 1980 considerable reductions in the goals of the Five- 


lear-Plan had to be made. Many regroupings, particularly yith respect to 
investments, led to cuts in bilateral delivery agreements. 


Harmful interruptions in domestic export production due to failure of keeping 
delivery obligations, considerable curbs on imports from the Wesc during 1976 
umd 1977 and an ensuing reduction in technology supplies, an increase in the 
vurden for arms “roduction as well as general efficiency problems in the CDR 
econemy (labor productivity) was responsible for the failure of achieving the 
tirst-rate goal of the old Five-Year-Plan, which was a substantial increase 

in exports, in spite of enormous efforts. Growing obligations toward the 

USSR in connection with the other above-mentioned factors did not only 

prevent a reduction in the indebtedness toward the West, which had accumulated 
t. approximately $5 billion net (including obligations resulting from inner- 
jerman trade) by the end of 1975, but it giso led to debts amounting to at 
least $19 billion net by the end of 1980. Since 1975, however, the trend of 
development has accelerated and the indebtedness--the amount of which is 

not Known--toward the USSR has been increasing steadily. Until the end of 
19580 the GDR had to accept an accumulated loss of more than 2 billion rubles 


(10 billion valuta marks) in its trade with the USSR--its chief petroleum 
supplier. 
‘ue obligations which resulted from the indebtedness and the price increases 


that had already been preprogramed until 1985 subsequently dictated the 
structure of the new 1981-1985 Five-Year-Plan to a heretofore unknown extent. 


fue ditterence between the ambitious growth rate for production, averaging 

») percent annually, and the moderate to very modest growth rates in private 
nsumption and investments, at 4 percent and less than 1 percent respectively 
-iside from increased arms production--indicate extreme export efforts. But 

especially the growth rates for 1981 and 1982, which were set unusually high-- 

i» percent (it was actually 10 percent) and 15 percent respectively--are an 

indication of the importance placed on the export sector. 

ihe deterivration of the terms of trade, caused by sharp price increases, 

sorticularly for petroleum, accordingly had unfavorable effects on the 
tructure of goods. Consequently the GDR had to spend a great deal more money 

\/> percent more than in 1975) fcr raw material and fuel imports, although 

tle increase in quality was considerably less, and it had to finance them 

with high, real, in other words, large quantities of capital-goods exports. 

siereas the proportion vt raw material and fuel imports as a share of total 

inpeorte increased frog 29 to 37 percent between 1975 and 1980, the share of 

-apital goods teperts? in 1980 remained at 31 percent, the same as 1975. 
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For the time being, it is expected that this trend--a heavier burden for raw 
materials as part of the structure of goods--will intensify during the Five- 
Year-Plan period ending 1985 because of anticipated price increases. 


Decreasing Relations With CEMA Partner CSSR 


With respect to the regional structure for the first year of the plan, the 
traditional proportions were retained, which means that 70 percent and more 
(based on 1970 prices) of the GDR foreign trade was concluded with socialist 
countries. At current prices, however, the share sank to 66.5 percent in 
1980. Trade with Western industrial countries amounted to 27 percent, the 
second-highest proportion in the history of the GDR. Only in 1973 it was 
slightly higher. A record share of more than 6 percent for 1980 was achieved 
by the developing countries. Whereas the Directive of the 10th Party 
Congress planned for a relationship of 70 to 30 until 1985, the law on the 
new Five-Year-Plan does not contain any information about it. 


The predominant position of the USSR remained constant with a nominal share 
averaging 35 percent for the concluded period. As a contrast, the GDR‘s 

share of Soviet foreign trade sank in the meantime to below 10 percent. It 

is expected that until 1985 the involvement with the USSR will be greater 

than it has been to date. During the 10th Party Congress Honecker was quite 
emphatic when he pointed out that between 1981 and 1985 the USSR will claim 

40 percent of the entire foreign trade. The last time it reached such heights 
was during the 1960's. 
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In accordance with long-term trade agreements, trade with the USSR will 
increase until 1985 by almost 40 percent (based on 1980 prices). Noticeable, 
however, are the extremely low rates of growth with Czechoslovakia and Poland, 
in both cases they are below 8 percent (based on 1980 prices) for the entire 
volume for 1981 and 1985. Disregarding Poland, because it is a special 
case,’ the decrease in trade with the CSSR--the only structurally adequate 
trading partner in the socialist camp--is significant. For the last Five- 
Year-Plan period an increase of 55 percent (based on 1975 prices) had been 
projected, the actual figure was 68 percent. 


Table 3. Long-Term Trade Agreements With CEMA Countries 
Trade Volume 1976-1985 


Billion tr.B Plan Rate of growth 














actual figures 1981-19857 compared to sales 
1976-1980 1976-1980 
Countries in percentages 
USSR 37.91 53.0 39.8 
CSSR 9.27 10.0 7.9 
Poland 8.36 9.0 7.6 
Hungary 6.32 7.5 18.7 
Romania 3.90 5.6 43.6 
Bulgaria 3.53 4.9 38.8 
Cuba 1.04 1.5 44.2 


l. Current prices 
2. Based on 1980 prices 





Sources: Statistical Yearbook of GDR 1981 as well as agreed-upon trade 
transactions in long-term trade agreements with CEMA countries. 


The original goal, which was to make Poland the most important trading partner 
after the USSR in the old Five-Year-Plan, failed already in 1979. Since then 
the annual volume has declined because failures of making deliveries are 
increasing. In 1980 if affected especially the shipment of electronic 
products;° compared to 1979 they declined by one-third. 


Long-term trade agreement showing very high growth rates were concluded with 
the CEMA countries of Hungary, especially Romania, Bulgaria and Cuba. Trade 
with Romania expanded very rapidly during the last Five-Year-Plan period 

and replaced Bulgaria in fifth place among the CEMA trading partners 


With respect to trade with the remaining socialist countries--among them are, 
in addition to Yugoslavia, China, North Korea, since 1979 Laos and since 1980 
apparently also Kampuchea and Afghanistan’--trade with Yugoslavia increased 

in 1980 by 80 percent when compared to 1975. Since this trade, as is the 
case with the trade with the remaining socialist non-CEMA countries, is not 
subject to CEMA's pricing mechanism, price increases play a considerable role. 
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Less Soviet Petroleum Beginning With 1982 


The basis of departure for trade with the most important partner, the Soviet 
Union, has shifted fundamentally during the period of the new plan, putting 
the GDR very much at a disadvantage. In addition to the debts that have 
accumulated in the meantime, preprogramed price increases for petroleum are 
forcing even greater efforts for exports. These efforts were documented until 
September 1981, showing a growth rate of 21 percent. According to the report 
on plan fulfillment, trade with the USSR rose in 1981 by 17 percent. 


According to a long-term trade agreement, annual petroleum shipments were 

to be frozen until 1985 at the 1980 level, which is 19 million tons. The 
price for this amount, however, could rise 150 percent by 1985, i.e., 3.5 
billion transferable rubles (tr. R) instead of 1.4 billion tr. Rin 1980. In 
1980 the GDR spent already 33 percent of its export earnings on financing 
imports; in 1985 the proportion could go as high as 50 percent. Actually, 
however, even bigger price increases are projected. Because of participating 
in the investment in the Soviet Union--as did the CSSR--it received until 
1980 a contingent of 5 million tons of petroleum annually at the old price 

of 15 tr. Rper ton. The result was a considerable reduction in the average 


Table 4. Trade With the USSR 1976-1981 and Changes Over Preceding Year 
(Current Prices) 














Volume Changes Export Changes Import Changes 

in billion by in billion by in billion by 
Year tr. R percentage tr. R percentage tr. R percentage 
1976 6.00 6.8 2.78 5.3 3.22 8.1 
1977 6.73 12.2 3.07 10.4 3.66 13.7 
1978 7.69 14.4 3.71 21.0 3.98 8.8 
1979 8.13 5.7 3.92 5.7 4.22 6.0 
1980, 9.20 13.2 4.33 10.4 4.87 15.4 
1981 7.90 16.9 3.86 20.8 4.04 13.4 





*January-September 

Sources: Statistical Foreign Trade Yearbooks of the USSR 1977/1980, Moscow 
(Russian), for 1981, supplement of periodical AUSSENHANDEL, Moscow (German). 
Computed growth rates. 


price of the total shipment; the difference when compared to the 1980 “world 
market price” was approximately 50 percent. Consequently the GDR paid the 
lowest price for petroleum among the CEMA countries. If the 5 million tons 
of cheap oil are left out of consideration, however, the GDR is paying the 
highest price in the bloc. The difference, when compared to the 1980 world 
market price, would only have been 25 percent. Since the cheap oil 
shipments--as far as is known--will terminate in 1984, anticipated price 
increases will surpass current estimates. 1 To be sure, the stagnation of 
annual petroleum shipments at 1980 levels, in accordance with the iong-term 
agreement, implied renewed efforts to conserve energy or develop domestic 
energy sources during the new Five-Year-Plan period, but it could also be 
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considered a relatively safe basis of departure until 1985. Honecker 
characterized this problem accordingly during the 10th Party Congress, using 
the following imploring words: 


"The shipment of energy carriers and raw materials that were agreed upon with 
the USSR are of vital importance to the GDR....During the next 5 years we 
will buy 95 million tons of petroleum....Long-term guarantees for substantial 
purchases of petroleum, natural gas and other raw materials from the Soviet 
Union are very advantageous for the GDR." 


A later statement by Honecker during the Third Plenary Session of the SED 
Central Committee in November 1981 contained a number of restrictions which 
apparently resulted in a correction of the confidence demonstrated during 
the 10th Party Congress in the “long-term guaranteed" purchases of energy 
supplies**: 
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“The socialist intensification, the fact that we want to realize the economic 
and sociopolitics! directives of the 10th Party Congress with amounts of raw 

materials and oti ‘roducts that are below projections, places high demands 

on the leadership uz .~ onomic processes.” 


Behind this extremely cautious and only official comment to date seems to be 
primarily the serious fact that beginning with 1985 the USSR--which so far 
has become known only unofficially--intends to ship 10 percent (approximately 
2 million tons) less petroleum than was agreed upon by contract. So far 
there has been no indication that the cut in petroleum shipments by the USSR 
will at least be partially compensated. No doubt, the situation will become 
even more serious because in 1982, as was the case in 1981, the supply of 
Polish hard coal will be less than originally planned. Since it is improbable 
that increased efforts to produce additional short-term savings (in 1981 it 
amounted to 1.3 million tons of heating oil) can be realized, the GDR would 
have to buy in 1982 the needed amount on the world market, paying in hard 
currencies at world market prices. 


Grain Problem in Addition to Petroleum Problem 


Trade with the Soviet Union during the current period of the plan is already 
posing some difficulties which the GDR has not had to face to date, but there 
are other areas in which efforts will have to be increasingly directed toward 
the world market. The negative trade balance with Western industrial 
countries (excluding inner-German trade), which since 1969 has been permanent, 
has led to a growing burden of interest payments because of the increasing 
indebtedness, which means that also in this area the basis of departure for 
1981 is much more unfavorable that it was in 1976. 


During the last 5 years the biggest imbalance in West trade developed in the 
trade with the United States. Total imports during the 1976-1980 period 
amounted to $1.8 billion; total exports, on the other hand, came to only 

8 percent of the import volume. Since 1976 the accumulated negative balance 
reached $1.7 billion and it was the main cause for the growing indebtedness 
to the West. In 1980 alone, a negative balance of $0.5 billion accrued in 
trade with the United States. The import of 3.1 million tons of grain from 
the United States--1.2 million tons more than in 1979--amounted to more than 
20 percent of all imports from the West, excluding inner-German trade. 


Table 6. Grain Imports From the United States 1976-1980 














Share of Import 
Quantities in total imports surplus in 
Year million tons by percentage million dollars 
1976 2.88 98.4 406 
1977 1.33 98.1 228 
1978 1.14 91.7 176 
1979 1.90 95.1 +54 
1980 3.12 95.1 515 
1976-1980 0.37 95.7 7 
:, . ; +679 [continued ] 
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[Table 4 continued] 


Sources: Agricultural Situation, Eastern Europe Review of 1980 and Outlook 
for 1981. Published by U.S. Department of Agricultural as well as OECD 
Statistic of Foreign Trade, monthly bulletin, 1977-1981. Computed import 
surplus. 





Next to the United States, the biggest Western trading partner of the GDR is 
France. Here the trade was much more balanced; nevertheless, in spite of 
considerable rates of reves the 1980 goal--a trade volume between 3 and 4 
billion French francs!>--could not be achieved. 


The fastest expansion came in the trade with Japan. In 1979 alone it was five 
times as high as it was in 1978. But in 1980 it already declined considerably. 
In the long run, ambitious plans for trade with Japan could fail because of 
delivery problems in the GDR. In 1979 and 1980, for instance, GDR exports 
represented only 16 percent of all imports. Within 2 years the negative 
balance suddenly climbed to $340 million. Trade with Austria also rose 
rapidly, but it proceeded much more balanced than did the trade with Japan. 
During the last Five-Year-Plan period the GDR could cover 75 percent of 
imports with exports. Still, the negative balance was almost $200 million. 

It will be extremely difficult to improve GDR trade with the West sufficiently 
until 1985 and reduce the indebteiness even if the GDR should reach its 
planned goal in export production. 


What is important, for instance, is to overcome the fact that finished products 
are only to a limited extent able to meet the world market and to become more 
competitive and implement appropriate price projections. During the 10th 

Party Congress Erich Honecker characterized this old-new dilemma with the 
following words: 


"At the present time the GDR achieves its best results with quality products 
in the semifinished stage of production. On the other hand, highly processed 
products are less reliable, since their scientific-technical level is not 
up-to-date. Such losses are unacceptable." 


Even if improvements can be achieved in this area, success will be thwarted 
because of the current softness in the Western economy. Furthermore, for the 
time being it will be very problematic to eliainate the main burden in the 
trade with the West, the reduction of animal].-feed imports. 4 


With this in mind, demands were made during the Third SED Central Committee 
meeting. Erich Honecker mentioned that “grain imports should be reduced 
step by step,” and he “ranked the grain problem in importance...with the 
petroleum problem." 


OPEC Countries on the March 


The developing countries are the last group which quantitatively is still 
relatively unimportant within the framework of the regional structure. 
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There have been substantial changes. Until 1980 trade with the developing 
countries was doubled. In 1980 its share of the total foreign trade of the 
GDR rose to more than 6 percent. As far as the countries are concerned, 
already by 1979 a considerable shift has set in, favoring the Arabic-African 
territory. 


in 1980 this trade concentrated heavily on the OPEC states of Iraq, Iran, 
Algeria and Libya as well as Syria. In 1980 almost 50 percent of the entire 
trade with the developing countries involved these five countries. 


Although in 1980 GDR petroleum imports from the USSR were 500,000 tons higher 
than they were in 1979, the GDR had to buy an additional 2.8 million tons-- 
twice as much as in 1979--from the above-mentioned OPEC states and Syria. 
Half of it came from Iraq. 


Trade with Ethiopia, Angola and Mozambique saw a particularly stormy 
development, although until 1977 it was practically nonexistent. In 1980 
the share of these countries was already 10 percent of the trade with 
developing countries. In South America, Brazil is still the most important 
trading partner. But since 1977 trade relations with Argentina have also 
been expanded significantly. 


Although trade with the developing countries had been negative since 1974, 
in the meantime it has become more or less balanced. Because petroleum 
shipments from the USSR have been down, it is expected that there will be a 
short-term increase in future trade with OPEC countries. 


Positive Regional Balance in 1981 


According to figures in the plan-fulfillment report, the first year of the 
current Five-Year-Plan period--which will be concluded in 1985--ended with 
a sensation in foreign trade, 16 


"Exports to the developing countries and capitalist industrial countries were 
increased substantially. Although conditions had become more complicated 
when dealing with these countries, a positive trade balance had been achieved 
through increased productiyity by workers in combines, enterprises and 
foreign trade companies.” 


Surprisingly Honecker had already alluded to a positive trade balance for 1981 
during the Third Plenary Session of the Central Committee. At any rate, it 
was a phenomenon which according to GDR statistics occurred for the last 

time in 1972. Even further in the past, however, is a positive trade balance 
with the region of “nonsocialist countries." According to GDR statistics, 
1968 was the last time it occurred. So far it has not been possible 5° 
verify these positive regional balances with available Western data. 
Nevertheless, in inner-German trade GDR shipments--which reached 10 percent-- 
could be increased much more rapidly than purchases, which were slightly 
below 4 percent. It was the second time between 1963 and November 1981 that 
a surplus in shipments of sensational proportions was achieved. It reached 
500 million accounting units/DM (300 million in 1980). This surplus in 
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Shipments and renewed active trade with the developing countries, which was 
already noticeable last year, apparently led to the elimination of the 
negative trade balance with the remaining Western countries. In general, the 
positive balance in inner-German trade in accounting units would not at all 
affect the indebtedness in the remaining trade with the West, but it does 
atfect GDR debts in inner-German trade. The upcoming swing negotiation could 
certainly be the eriving factor for this positive development which has been 
in effect for 2 years.! Inner-German trade still amounts to more than 50 
percent of the entire “West trade" of the GDR. It represents 15 percent of 
all GDR foreign trade activities, a fact which has been concealed in GDR 
Statistics, apparently out of consideration for its CEMA partners. For 
similar reasons this fact is not being exploited and propagandized by the 
FRG. To be sure, in view of the fact that during the record year of 1980 
inner-German trade as a proportion of all FRG foreign-trade activities 
amounted to only 1.5 percent, this reciraint seems superfluous, but 
considering the sensitive issue and recent recurrent reactions by EC partners, 
it is understandable. Nevertheless, this sensitivity would only be jest{iies 
if inner-German trade would grow considerably beyond its current volume. 
Because of special conditions that apply to inner-German trade arrangements-- 
which, last but not least, result from the political interest of the FRG-- 
inner-German trade represents a rather stable element for the GDR in spite 

of the indebtedness that has arisen to date. 


FOOTNOTES 


1. Cf. also Maria Haendcke-Hoppe, "DDR-Aussenhandel vor altneuen Problemen" 


[GDR Foreign Trade Facing Old-New Problems], DEUTSCHLAND-ARCHIV, No 12, 
1978, p 1289 £. 


2. According to information from the Bank for International Balance of 
Payments in Basel, at the end of December 1980 net debts of reporting 
banks amounted to $7.4 billion. In inner-German trade, debts at that 
point in time amounted to DM 3.9 billion. 


3. Cf. also Doris Cornelson, “Hauptaufgabe Export" [Main Task Export], 
DLWWOCHENBERICHT, No 31, 1981, p 355 ff. 


4. Since more than 80 percent of the capital goods exports are destined for 
the CEMA territory, prices for these goods rise more slowly--pricing 


is based on the average for the last 5 years--than world market prices 
for capital goods. 


» It must be taken into consideration that prices for technology-related 
capital-goods imports from the West increase more rapidly for the GDR 
than imports in the same category that originate in CEMA countries. 


6. In his speech during the Third Session of the People's Chamber, Stoph 
confirmed this relationship. NEUES DEUTSCHLAND, 4 Dec 81, p 4. 
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. NEUES DEUTSCHLAND, 20 Nov 81, p 4. 
. NEUES DEUTSCHLAND, 27 Feb 79. 


. Cf. Karl Hohmann, “Anpassungsprobleme der DDR-Landwirtschaft an die 


. In this connection, the broadcast "Plus/Minus" over ARD television on 


Although the trade agreement with Poland in August 1981 was the last one 
to be concluded, it should be completely outdated because of the 
developments since the summer of 1980. 


In 1979 its share of all Polish shipments was still approximately 5 percent. 
Cf. remark to table 2. 


Cf. also Edward Boehm, “Die Einnahmeverluste der Sovietunion bei ihren 
RWG-Oelexporten" [Loss of Income for Soviet Union for Oil Exports to 

CEMA Countries], OSTEUROPA WIRTSCHAFT, No 3, 1981, p 190. At the present 
time, the gradual adaptation through the CEMA pricing mechanism prevents 
the abrupt price jumps of the world market. Nevertheless, the difference 
to the world-market price, which is currently 40 to 50 percent, is at 
least partially offset through the average-price formula for finished 
goods, which also rise only gradually and accordingly. 


Cf. also Jochen Bethkenhagen, “Energiewirtschaft der DDR vor schwierigen 
Aufgaben" [Energy Management in GDR Facing Difficult Tasks], DIW- 
WOCHENBERICHT, No 5, 1981. 





gesamtwirtschaftlichen Anforderungen der 80er Jahre" [Adaptation Problems 
of GDR Agriculture to the Economic Demands of the 1980's], WIRTSCHAFTS- 
STRATEGIE DER DDR FUER DIE ACHTZIGER JAHRE, FS-ANALYSE, No 8, 1981, 

p 94 ff. 


NEVES DEUTSCHLAND, 20 Nov 81, p 5. 
NEUES DEUTSCHLAND, 16/17 Jan 82, p 5. 
NEUES DEUTSCHLAND, 20 Nov 81, p 4. 


Data are only available until September, until then the deficit reached 
$500 million, which is higher than the deficit for 1980. 


During Chancellor Schmidt's visit to the GDR from 11 to 13 December 1981, 
it was agreed that the current limit of interestfree overdrawn credits of 
850 million accounting units/DM be retained beyond 31 December 1981 until 
June 1982. 


29 Jan 82 was regrettable. One of the segments dealt exclusively with 
overreactions and was not "substantiated" with any useful figures based 
on the Roman Treaties, implying advantages for the GDR that cannot be 
easily quantified. The broadcast did not offer any accurate information. 
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BULGARIA 


PROGRESS IN LIVESTOCK BREEDING DEEMED UNSATISFACTORY 
Sofia KOOPERATIVNO SELO in Bulgarian 21 Mar 82 p 2 


{Article by Ivan Makhlebashiev, director at the Finance Ministry: “The State 
Gives and Then What?"] 


[Text] Since the beginning of this year the sums spent both for construction 
of livestock farms and equipping them with technical material as well as for 
purchase and breeding of cattle are planned and accounted for as capital 
investments. Smaller horned livestock and pigs have been shifted into the 
class of working capital. As capital investments are considered also the 
sums spent for construction of pasturing complexes and all the sub-assemblies 
associated with them, sheds, shelters, barns, watering equipment, dwelling 
quarters, etc. 


The main purpose of capital investments is to help introduce technical 
progress into livestock breeding. Worldwide experience has long since shown 
that the increase of livestock production and reduction of its cost can be 
achieved mainly through improving the technologies of production similar to 
those in industry. 


For this reason the capital investments must be directed mainly at the crea- 
tion of modern livestock complexes. Together with this, the introduction of 
new industrial technologies in the newly constructed modern complexes is the 
surest road to eliminate the essential differences between agricultural and 
industrial labor. 


The work of creating livestock complexes and introducing industrial ways of 
breeding livestock began during the Seventh Five-Year Plan. In the complexes 


for fattening calves a large variety of technologies were applied, but the 
economic results varied widely. 


Production and economic results in most of these complexes show serious 
shortcomings in their construction and utilization. The average daily 
growth of a calf is only 5.5 percent greater than a calf raised with the 
older methods. 


Beside this unsatisfactory achievement, many complexes into which industrial 
technologies were introduced report even poorer results. The average growth 
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of a calf ranges widely--from 256 to 973 grams. The fattening complexes 
achieved an insignificant decrease in the cost of a kilo of veal in conm- 
parison with the farms using the old technologics. The average cost of a 
kilo of veal for example, in the complex in the village of Popovitsa is 2.1 
times greater than that in an agroindustrial complex where fattening is 
following traditional technologies; in the town of Trustenik, 2 times; in 
the complex in Kiustendil, 1.6 times; etc. 


Data show that in the calf-fattening complexes, a cost overrun is nearly 

60 percent for concentrated fodder, mainly because of irregular and inade- 
quate feeding, use of low quality, inadequate coarse, juicy and granular 
fodder. A detailed analysis of the operation of these enterprises shovs 
quite clearly that the new industrial technologies produce results only when 
the animals are fed adequately, when the essential hygienic and veterinary 


demands are met properly and care is taken with the reproduction of the 
herds. 


In dairy cattle raising many variants of industrial technologies have been 
applied. It has been calculated that the breeding of abwt 13.1 percent of 
the cows in state stock breeding has been put on an industrial basis. Last 
year these cows gave 12.9 percent of the total offsprings. This shows that 
in comparison with the cows on the farms where the old technologies are 
used, these lag behind in fertility. On the farms with industrial tech- 
nologies, om the average, 147 liters of milk more were obtained than on the 
igroindustrial complexes. But at the same time many of these complexes are 
reporting low results. Thus in the complex in the village Nova Makhala, 
Sliven district, an average of 1,424 liters of milk was obtained per cow; 
in the village Yakimovo, Mikhaylovgrad district, 1,534 liters; in the village 
lolne Sakhrane, Stara Zagora district, 1,638 liters. This productivity is 
4U-60 percent Lower than in state livestock farms. 


Some industrial dairy complexes report a very great cost overrun on fodder 
per 100 liters of milk. While in the dairy agroindustrial complex in 
Razgrad the expenditure is 99 food units; in the village of Brusartsi, 


Mikhaylovgrad district, it is 268; and in the village of Dolno Sakhrane, 
Z 3; etc, 


The expenditure of Labor in the dairy complexes with new industrial tech- 
nologies varies widely. Thus, for 100 liters of milk in the village of 
Slavovi, Pleven district, 0.59 man-days of labor are expended, but in the 
lairy farm in the town of Radnevo, 2.31; in the village of Yakimovo, 2.25 
man-days; etc. The reasons for this lie clearly not in the technologies 

‘f production but in the unsolved problems of proper functioning of the 
industrial complexee--nonselective breed.ng stock, insufficient supplies of 
todder, unqualified Livestock handlers, etc. 


This shows that capital investments alone cannot solve the complicated prob- 
lems of stock raising. While these remain unsolved for a short time, the 
funds remain ineffective. 
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The expenditure of the “wage” fund for the production of 100 liters of milk 
is very indicative. In the industrial dairy complexes where the work is 
mot well organized, it is 4 times higher than in the best ones. The 
impression is given that in those with a low expenditure of direct labor in 
man-days for 100 liters of milk, the pay for 1 man-day is also rather low. 
And vice versa, in those with a high expenditure of labor, the wages are 


high. 


In the industrial dairy complexes in most cases an insignificant economy in 
human labor is achieved. Sut the material expenses, mainly in depreciation, 
are increasing significantly. One of the main reasons for this is that the 
cost of complexes are rising through unjustified massive construction as 
well as through the purchase of costly yet ineffective mechanization. For 
this reason also, the cost of 100 liters of milk is high and varies greatly. 
In the dairy complex in Yakimovo village it is 3.2 times higher than the 
town of Radnevo; while in the village of Brusartsi, 2.7 times higher; in the 
town Tenevo, 2.4 times higher; etc. 


Hitherto production and economic resulte in the couplexes with new industrial 
technologies are very unsatisfactory. They not only fail to improve but they 
show a tendency toward decline. The rate of increase in labor productivity 
is also unsatisfactory and the cost of production is increaring. 


Regardless of the large sums which have been recently used for construction 
of modern complexes with new industrial technologies, thus far possible and 
desired results in cattle breeding have not been achieved. One of the 
reasons for this is the failure to use comprehensive mechanization, using 
instead much manual labor--work which is physically hard and unattractive. 
This im turn drives away qualified workers. 


im the other hand the continuous hiring of mechanics to keep the machinery 
in good order reduces the productivity of labor. 


The volume of capital in modern complexes is very high. The buildings are 
unjustifiably large, the amount of metal in the equipment is very high, the 
price of the livestock kept in them is very high, etc. 


lt must be kept in mind that the industrial technologies and stock breeding 
represent the complete union of modern farms, thoroughbred animals, proper 
feeding, effective veterinary measures, unfailingly functioning equipment 
and highly qualified stock handlers. The lack of even one of these require- 
ments is sufficient to prevent the achievement of the possible production 
and economic results. 


when production and economic results in stock raising complexes are low, the 
-apital investments in this subsector cannot be effective. The animals are 
the basic means but they are living organisms, and unlike other basic assets 
cannot be frozen, even for a short time. They need continuous care and must 
be constantly utilized while fully observing veterinary and zootechnical 
stendards. If this is not done then despite well executed projects and the 
application of modern technology, the animals will become ineffective basic 
capital and the subsector will show a loss. 


VQ) 
CSO: 2200/79 








CZECHOSLOVAKIA 


PRICING POLICIES IN SERVICES DISCUSSED 
Prague HOSPODARSKE NOVINY in Czech 5 Mar 82 p 4 


[Article by Eng Petr Krejci, Czech Pricing Bureau: "What May and What May 
Not Be Blamed on Prices"™] 


[Text] Pricing policies served as the topic of numerous critical articles in 
the pages of HOSPODARSKE NOVINY dealing with issues related to the development 
of services for our population. In general, one can agree with most of the 
published views and suggestions. Nonetheless, broader relations should be 
considered because they turn precisely pricing policies in services into an 
area with characteristic traits which distinctly differ from branches of 
material production. 


The main, fundamental idiosyncrasy of prices of services stems from the fact 
that those prices combine primarily the character of the producer's price with 
the price to the final consumer in one qualitatively determined price. In 
services, the price paid by the citizen-customer is usually identical with 
the income of the organization rendering that particular service. Unlike the 
general structure of retail price of a product (wholesale price, plus sales 
tax, plus trade markup), prices of services contain sales tax only exception- 
ally and trade markup is not construed independently as a factor in the price 
covering the costs of the turnover. Thus, the direct supplier of the service 
receives in general 100 percent of the receipts from the customer. This 
seemingly clear and simple fact leads precisely to factors complicating 
pricing of services and affecting also the current form of prices and their 
relations in this area. 


Pricing Policies in Services 


In services combining producers’ prices with the prices to the final consumer 
this means that pricing policies in services also encounter effect of the de- 
mands for wholesale and retail price control. For example, the instruction on 
the economic and social development of our society adopted at the 14th CPCZ 
Congress in 1971 stipulated, on the one hand, a categorical and thus, real- 
istic demand for stable retail prices and, on the other hand, also the prin- 
ciple of continuous correlation of wholesale prices with the necessary social 
costs. 


Prices for services were regarded then, and are regarded now, preferentially 
as retail prices; therefore, in this case the latter demand of the 
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above mentioned instruction--to bring prices close to the necessary social 
costs--could noc be consistently fulfilled. Despite their statewide normal- 
ization in 1973, prices of services remained on the level determined by the 
1969 price freeze, while the costs in that area were developing in a differ- 
enentiated manner, rising or declining. The comprehensive restructuring of 
wholesale prices in 1977 failed to affect most services and thus, in the long- 
term development their prices deviated considerably from their cost base. 


The HOSPODARSKE NOVINY as well as other publications presented many views 
about the way service enterprises had been affected by such a conspicuous 
deviation of prices (acting here in the function of wholesale prices) from 
costs. In most cases, however, no conclusion was drawn from the character of 
wholesale and retail prices in services; if not only economic but primarily 
sociopolitical criteria of retail price control apply in pricing of services 
(in their determination and above all, in price adjustments) the superiority 
of those criteria must respect other tools of control as well. They must be 
applied so that the plan and financial tools take into consideration the 
current character of prices in services as an objective fact and so that they 
are not expected to fulfill the usual functions of wholesale prices in the 
dual level price system. 


Historically Determined Disproportions 


To put it in simple terms: so long as low, in general deficit, prices (for 
example, in drycleaning and laundry services to the population) were stabi- 
lized on purpose over a prolonged period, the development of this type of 
services needed to be stimulated by optimum specification of the plan, sub- 
sidies, redistribution of funds, and so on. Low prices are not incidental; 
rather, they stem from tactical policies applied in the retail price area over 
whole decades. Thus, it is inappropriate to criticize their low level or 
inflexibility of the implemented adjustments just because that does not suit 
service enterprises in their fulfillment of indicators. 


There are some other differences and factors in addition to the above-men- 
tioned basic specifics of pricing in services, i.e., wholesale and retail 
prices, mainly the low charges for services in the CSSR. Statistics of our 
population's costs of living indicate that the current rate of retail prices 
of food and industrial products is about 60 to 80 percent higher than in 1937. 
On the other hand, services on the average have not reached the prewar price 
‘tandard mainly because of the low rates of passenger transportation, rent 
and also some cultural and personal communal services. The low charges in 
services (as compared with other categories of goods) were historically deter- 
mined mainly by the fiscal reform in 1953 when the charges for services were 
consistently calculated at a 1:5 ratio. This low rate has been maintained 
since that time despite certain fluctuations; for instance, in 1967-1969 
charges for services were rising at a faster rate than the prices of food and 
industrial products. 


The above-mentioned prolonged development contrasts sharply with the develop- 
ment of prices in the capitalist states where precisely the prices of services 
have been the most dynamic but have not resulted only in positive consequences. 
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Thus, for example, in view of the low charges for repairs--as compared with 
the prices of durable goods--the population prefers to repair and maintain 
such goods rather than to replace them. This leads to more demands for work 
forces (repairs are far more laborious than manufacture) and to higher con- 
sumption of spare parts. The population is equipped with durable goods that 
are becoming obsolete; in general, they are more energy-intensive than the 
latest models, etc. Although this effect of price relations on consumption 
seems self-evident, it has not been systematically analyzed in our country 
thus far. 


Another factor objectively affecting the level and relation of the charges 
for services thus far is their highly personal character stemming from a high 
share of wages in total production costs. For instance, this share equals 

50 percent in barbershops and hairdressers’ services, in shoe repair or in 
custom tailoring. It is, then, natural that the constantly growing average 
earnings of service employees affect profitability far more appreciably than 
in branches of material production where, for instance, the share of wages 
amounts to 15 or 20 percent of the costs. Moreover, it cannot be envisaged 
that labor productivity in personal services will increase and thus, cut at 
least to some extent the growth of average earnings. 


Rising Wages and Costs 


The growth of wages and also of some material costs--recently in conjunction 
with one-time adjustment of wholesale prices--results above all in continuous 
gradual reduction of their profitability next to the stability of retail 
prices in services. For example: 


Data for Local Economy in the CSR Profit in Percent of Total Costs 
1970 1976 1980 
Automobile 7.5 4.2 0.6 
Custom tailoring 3.0 -2.1 -7.9 
Dry-cleaning 14.8 5.2 -4.8 
Shoe repair -2.0 -12.7 -15.7 
Barbers’ and hairdressers’ services 13.4 8.5 3.9 
Funeral services 13.0 6.3 0.8 


The overall trend toward lower profitability of personal services was somewhat 
mitigated by partial price measures in that area, for instance, higher charges 
for laundering in the socialist sector, introduction of contractual prices for 
the highest price categories in custom tailoring, introduction, or as the case 
may be, increase of surcharges for rush work, etc. The increase in the costs 
of repairs of appliances (refrigerators, washing machines, television sets) 
was offset by higher labor productivity stemming from the use of modern re- 
pair technology, upgraded skills and experiences of the repairmen; for that 
reason profitability in those instances remains on a relatively stabilized 
level. 


How To Protect the Customer 


Finally, the third notable specific trait in problems of pricing in services 
is their relation to customer protection. Price-control organs, national 
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committees, editorial offices of newspapers, and individual enterprises are 
still receiving complaints and suggestions concerning prices of services; as 

a matter of fact, such complaints and suggestions are relatively more frequent 
than comments concerning the prices of general industrial or food products. 
This fact may seem to contradict the preceding statements that in our country 
services are inexpensive; however, some of its causes do not stem from the 
price area alone: 


a) Services lack a special independent control organ such as trade inspection 
which could control at least at random the quality and precision of services 
rendered or repairs completed. Therefore, in this case the consumers’ pro- 
tection is substantially weaker than, for example, for purchases in stores 

and restaurants; by the same token, the customer is frequently unable to judge 
expertly whether the price he paid is really commensurate to the work per- 
formed. If a customer pays for 100 g salami and gets only 80 g, he would not 
think of complaining to the price control administration about being over- 
charged. On the other hand, if the repairman charges for various repairs of 

a television receiver or a washing machine which he had not done, the customer 
usually complains about the overcharge. Thus, in terms of services, satisfac- 
tion with the services depends far more on proper operations of enterprise 
subdivision control and indeed, on the honesty of the enterprise and of its 
employees in general. 


b) The necessary honest approach of the enterprise and its employees to the 
customer is occasionally subjected to very demanding tests. For many years, 
volume indicators were the type of receipts from the population whose fulfill- 
ment could be best ascertained by excessive consumption of material and spare 
parts. Fortunately, implementation of the principles stipulated in the Set 
of Measures also affected this area and the most glaring shortcomings are now 
being eliminated. Of course, repair enterprises are still interested in the 
volume of repairs (even in reduced outputs) based on the logical paradox that 
the more repairs done--the better; this hampers the introduction of more 
efficient pricing policies (for example, contractual repair system). If in 
some places, outside repairmen are still being rewarded with profit-sharing 
wages, no wonder that then they repair whatever they can put their hands on 
and charge the customer accordingly. 


c) Finally, an objective and unremovable reason for complaints concerning 
prices of services is to a certain extent the fact that many services are 
rendered under the customer's direct supervision. The customer then judges 
the work performed in relation to the price charged, but frequently he forgets 
that he does not pay only the wages of the tradesman or repairman in question 
but also the cost of various technology with which the repairman is equipped, 
for his training, travel to the customer, etc. In addition, the speed with 
which skilled and experienced workers render services or repair work gives the 
customer an impression that the charges are out of proportion. 


By decisions of our federal and national government, all appropriate organs 
are now processing proposals for measures which will help expand services for 
which the population pays. The same applies also to the pricing sector. 
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Why Such Differences 


First of all, it is imperative to upgrade the utilization of the available 
potential in order to reduce production costs; losses and low profits are 
unacceptable. Many enterprises managed by national committees, production 
cooperatives and in some communities also centrally managed organizations 
provide similar services to the population. Thus, there are ample opportuni- 
ties to compare the economic results achieved by those enterprises and pre- 
cisely such comparison discloses that hidden assets exist in services for 
cost reduction. For instance, enterprises of local economy in West Bohemia 
Kraj reported profits in drycleaning services amounting to 1l percent, while 
those in North Bohemia Kraj suffered losses in the amount of 18 percent; shoe 
repairs in South Moravia Kraj noted losses of 7 percent and in North Bohemia 
Kraj losses as 31 percent; radio and television repairs in South Bohemia Kraj 
earned profits of 24 percent, but in South Moravia Kraj only 6 percent. We 
could continue this way with other types of services. Uniform prices apply 
all over the state and economic conditions do not differ so much in individual 
enterprises as to justify such conspicuous diversity in profits. 


Another signal of untapped assets is the level and development of indirect 
costs. The growth ot production and administrative costs in their relation 

to direct wages is evident as an objective tendency in services, too, however, 
the situation in individual enterprises differs considerably. Thus, over the 
past 10 years production expenses for custom tailoring increased most rapidly 
in enterprises of local economy in Central Bohemia Kraj in comparison with 
other krajs, and again, administrative costs were the highest as compared with 
other krajs. Therefore, it is hardly coincidental that the worst economic re- 
sults (20 percent losses) are reported in that same kraj. 


Shoe repairs show the worst economic results in enterprises of local economy 
in North Bohemia Kraj, precisely where the administrative costs are the 
highest (in 10 years from 15 percent up to 73 percent) and where production 
costs have increased drastically (from 146 percent to 200 percent). On the 
other hand, shoe repairs noted the best economic results in South Moravia Kraj 
where administrative costs remained practically on the level of 10 years ago. 


| do not intend to quote here further specific examples; rather, I should like 
to call attention to the fact that without any doubt the enterprises them- 
selves and their managing organs may partially improve profitability of 
services. 


As for price-control measures, they must proceed from the basic sociopolitical 
criteria mentioned above. Their application divides the category of services 
into two parts. In the first part, principles and regulations valid for whole- 
sale prices are consistently implemented in price control. Prices of construc- 
tion work, continuously adjusted and correlated with the development of 
economic conditions in that branch, serve as a typical example. In the other 
part, principles and regulations valid for retail prices are applied in price 
control and thus far, most personal services and repairs for the population 
belongs in this category. 
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Updating Without Leaps 


The contents of the two categories are not, and obviously, never will be 
specified firmly and over a long period. Wholesale pricing is systematic, 
permits gradual adjustment of prices without any dramatic leaps and compre- 
hensive balance and implementation of consequences of such changes according 
to the plan and within firmly defined schedules. On the other hand, possible 
demands of social or health policies or other objectives by the state cannot 
be applied in this system. Retail pricing shows the above-mentioned advan- 
tages and disadvantages precisely in reverse order. Under the existing condi- 
tions the most efficient step would introduce two relatively independent 

price cycles--analogically as in material goods. The solution in the form of 
grants or redistribution of profits does not provide equal cconomic conditions 
for service enterprises; it differs in scope and sources, negatively affects 
the structure of outputs in enterprises of locai economy and production 
cooperatives and while promoting the development of services, it cannot re- 
place the effect of uniform rates of sales taxes. 


fhe current pricing system in services is undoubtedly partially responsible 
for certain aspects of their unsatisfactory development. It is, therefore, 
desirable to implement gradually proposals for its improvement. However, 
from this it follows that the solution of pricing alone cannot be viewed as 
the fulcrum of efforts to create optimum economic conditions in enterprises 
rendering services to our population. 


90D i 


cso: 2400/199 
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CZECHOSLOVAKIA 


LAND USE FOR PRIVATE FARM PRODUCTION EXPLAINED 
Prague ZEMEDELSKE NOVINY in Czech 10 Apr 82 p 6 
[Question and answer column by JUDr Zdenek Susta: "Legal Advice Bureau") 


[Text] Entrusting Plots of Land to Members and Workers of Agricultural Or- 
ganizations 


{Question] I am entering a cooperative which farms without private plots. 
Can such a cooperative entrust to my use a small plot on which my family and 
1 might farm? And how would it be if I became a worker on a state farm? 
Signed; “Leasing a Plot." 


[Answer] We have reported several times on the right of cooperative and 
State agricultural organizations to entrust plots which cannot be economi- 
cally utilized for large-scale agricultural production for temporary use to 
another state or cooperative organization for agricultural or nonagricultural 
utilization or to entrust such plots to a social organization or to its own 
workers, in this case only for agricultural utilization (see articles of 

21 June, 13 September and 25 October 1980). The basic regulations about this 
are contained in Law No 122 of the 1975 Digest concerning the agricultural 
cooperative system (Section 40, letters a, b, and c) and in Law No 123 of the 
1975 Digest on the utilization of land and other agricultural property to as- 
sure production (Section 9). 


These legal regulations are broken down in detail and with specific examples 
in the Directive of the Ministry of Agriculture and Food on assuring the pro- 
tection and utilization of agricultural soil resources in socialist agri- 
cultural organizations, published in issue 45, 1981 of the Bulletin of the 
Ministry of Agriculture and Food, 


These [regulations] stress, above all, the duty of agricultural organizations 
to make full use of all land which they have in their use (in their posses- 
sion) and analyze the legal arrangements for the exceptional entrustment of 
plots for temporary utilization both to other organizations and to one's own 
members and workers, 
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These legal conditions apply only to plots which are unsuitable for large- 
scale socialist agricultural production. According to Article 7 of the 
Directive these are plots which are: 


(a) up to 0.5 hectares in size and cannot be connected to form larger fields; 
(b) not cultivable by the usual mechanized means; 


(c) especially unfavorable (extreme) features (soaked and threatened by fre- 
quent flooding, stony, ¢tc.). 


An agricultural organization may entrust to its members and workers unsuit- 
able plots and unused plots in the build-up area of a village for temporary 
utilization if such land could not be entrusted for agricultural use to the 
organizations referred to. According to Article 11 of the directive it is 
acceptable that; 


(a) the cooperative entrust such a plot, up to 0.10 hectare in size, in ex- 
ceptional cases as large as gardens in a usual plot, to its member or worker 
if he does not have his own private garden. Such a plot not exceeding the 
size specified may be entrusted to a member or worker who has his own garden 
if the latter is not over 0.10 ha in size: 


(b) a state agricultural organization may entrust such a plot under the same 
conditions to its worker, If the state agricultural organization cannot en- 
trust unsuitable plots outside of the built-up area of the village, whose 
size in individual cases does not exceed 0.5 ha, for the utilization of a 


social organization, then it may entrust them for temporary utilization to 
its workers. 


To obtain plots for temporary use requires a written contract with the 
designated contents and the consent of the district national committee given 
out after prior declaration of the district agricultural board. Also suf- 
ficient is the declaration of consent of the district national committee to 
a list of unsuitable plots submitted by the agricultural organization. 


The Entrusting of Agricultural Plots to Citizens 


[Question] My wife and I are retiring and would like to devote ourselves to 
raising farm animals on a small-scale. Can the national committee or some . 
other agricultural organization give us a small plot for this purpose? Where 
should we go and who should we talk to? Signed: "From Southern Bohemia.” 


[Answer] You can contact the national committee as the operative adminis- 
trator of real property in the national possession (or the agricultural or- 
ganization which manages such national property). About the entrustment of 

a plot for temporary utilization according to Article 9, Section 3, Declar- 
ation No 156 of the 1975 Digest on the management of national property. Ac- 
cording to this provision/law a plot in the state possession can be leased 
for monitary consideratious for the temporary use of citizens for their own 
personal needs (for example, for the temporary location of movable structures, 
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for temporary use of [an existing] small garden, etc.) in a size not greater 
than necessary, but under the conditions that the organization which is man- 
aging the plot does not at the time require it for the fulfillment of its 
tasks. The entrustment of plots for the temporary utilization of citizens 
may take place only by written contract. 


Another legal means for the acquisition of the plot which you have in mind 

is its assignment for personal utilization according to Article 198 and in ac- 
cordance with civil law. Under the conditions referred to in the civil law 
(the decree/decision of the district National Committee about the assign- 
ment of a plot and a contract with the local national committee concluded 

on the basis of this decree) the citizen has the right to utilize the plot 
for the purpose for which the right to personal utilization was established, 
The plot must not exceed the designated size. For the establishment of a 
garden it cannot exceed 400 m’ in size. In contrast to the previous case, 
the right to personal utilization is not temporally limited and passes to the 
heirs, Reimbursement is as a lump sum (as the purchase price) and its value 
is determined according to No 43 of the 1969 Digest. 


Finally, you may be entrusted a plot for temporary use which does not exceed 
0.5 hectares and is unacceptable for large-scale socialist agricultureal 
production and which is in the possession of the state or a cooperative, on 
the basis of a written contract which you would conclude with the organiza- 
tion. The exact details are stated in Article 12 of the above mentioned 


Directive, which was received by all agricultural organizations and district 
agricultural boards. 


98 42 
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GERMAN DEMOCRATIC REPUBLIC 


COUNCIL OF MINISTERS ISSUES DECREE ON CREDIT, BANK CONTROLS 
West German Commentary 


Bonn IWE-TAGESDIENST in German No 36, 8 Mar 82 p 2 


/Report from Berlin: "Stricter Credit Conditions for GDR Economy." A translation 
of the law on credits cited below from the East Berlin GESETZBLATT, follows this 
commentary/ 


/Text/ The East Berlin Council of Ministers has issued a new decree (already in ef- 
fect) on bank credits for the GDR economy. The new regulations replace the respec- 
tive provisions dating from 1971. They restrict borrowing opportunities for unpro- 
fitable enterprises and expand them for successful ones. The banks are obligated 
minutely to investigate the ultimate purpose before granting any loans and, where 
necessary, to impose special conditions. The criteria to be applied are more severe 
than before. Precedence is to be given loans intended to reduce production costs 
and speed up scientific-technological advances. As a rule a 5 percent interest rate 
is to be charged on business loans. In certain conditions this may be reduced to 
1.8 percent or raised to 8 percent. Furthermore the banks are authorized by the new 
decree to grant “additional loans on more severe terms," for example "to enterprises 
which are temporarily unable to meet their obligations by reason of plan arreurs." 
Such loans have a maximum term of 90 days and a 12 percent interest rate is charged. 
Expressly forbidden in future are loans "to finance excessive spending and losses." 
That applies especially to any excess investment costs and circulating media 
arising from “sales endangered production.” At the same time the GDR State Bank 
raised from 12 percent to B percent per annum the interest due on arrears to be paid 
by enterprises failing to observe payment terms. (GESETZBLATT DZP DDR Part I No 6, 
1982) 


GDR State Bank President's Explanation 
East Berlin DIE WIRTSCHAFT in German Vol 37 No 4, 8 Apr 82 pp 16-17 
/Artic le by Horst Kaminsky, president, GDR State Bank: "Credit and Bank Controls in 
the Service of Economic Strategy." A translation of the Council of Ministers credit 


decree discussed below follows this article/ 


[Text] Credit and bank controls must purposefully aid the exe- 
cution of economic strategies. 
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Banks will exert their influence for the development of the best 
possible performance and efficiency already at the planning stage 
and submit proposals and requirements regarding the mobilization 
of reserves. 


The encouragement of technical progress is a cornerstone of bank- 
ing. Banking must concentrate on the economic control of the 
spending and the results achieved by the resources made available 
and the rapid transfer of research results to production. 


An important task is that of affecting the use of investments for 
the rationalization and modernization of basic assets. 


Credit by way of circulating medi- is to be linked to the reduc- 
tion of costs, the speed-up of turm ver and the use of progressive 
norms. 


Financing and controls must help improve cost plauning and cost 
discipline. 


To be particularly stimulated are exports and export profitability 
as well as the careful handling of imports. 


Relations between banks and combines must be more cowprehensive. 


Our social responsibility requires us to use the instruments of credit and bank su- 
pervision to consistently and purposefully aid the implementation of the economic 
strategy adopted by the Tenth SED Congress. This responsibility for the organiza- 
tion and realization of a credit policy oriented to performance and efficiency is 
rooted in the Tenth SED Congress directive on the 1981-1985 Five-Year Plan for the 
development of the GDR's national economy. This spells out our task as follows: 


"The growing cash and credit funds are to be used on the basis of the plan and with 
the greatest possible economic efficacy. The banks must consistently couple the 
availability of funds with the better utilization of the qualitative factors of eco- 
nomic growth and progressive norms and normatives related to cost and result." 


Fpr the purpose of carrying out these tasks, the GDR Council ot Ministers issued a 
new decree on credit and bank controls in the socialist economy. It conforms to 
the basic decisions related to the perfection of economic accounting in order fully 
to direct the tools management, planning and economic stimulation to the require- 
ments of the economic strategy for the greatest possible growth of performance and 
efficiency. 


It is now our political task fully to link the availability of state credit funds 
with the performance and efficiency criteria of the Tenth SED Congress, on the 
basis of the five-year plan and annual plans adopted. In our socialist conditions 
we have every prerequisite from economic aspects to use the cash and credit funds 
concentrated in the hands of our state banks for a smooth flowing and planned 
zrowth of performance on the basis of stable state finances and thereby at one and 
the same time to combine with them the social control aimed at mobilizing reserves. 
Only socially warranted criteria regarding decisions on making available state 





resources are valid for the banks as organs of the state. In the first place this 
happens by making loans dependent on the observation of state plan targets for the 
development of output and efficiency. 


The decree further states explicitly that the bank must orient credits to the ob- 
servance of state normatives as well as norms, standard values, limits and economic 
targets. It may require the drafting and revision of such norms and, by its con- 
trols, should actively aid the development of reserves. 


Party and government justifiably expect the banks to make an effective contribution 
to the further improvement of management and the definite betterment of the cost- 
profit ratio in the national economy at a time when our social policy centers on our 
people's outstanding labors for the greatest possible rise in performance. The work 
of the banks must definitely emphasize constructive influence on the lowering-of 
production consumption and costs. 


The basic starting point for the further development of credit and bank controls is 
their active utilization for the drafting and implementation of challenging plans. 
The dialectic of material and financial planning and the conscious achievement of 
their agreement in the planning process is an important tool for the examination and 
improvement of the cost-profit ratio. The credit decree assigns the banks far reach- 
ing rights and duties for contributing to the moblization of reserves as early as 
the planning process, and for that purpose to submit proposals and requirements. The 
starting point must be the bank's findings arising from its supervisory activities, 
the analysis of standards and growth comparisons within and among combines as well 
as the explicitly emphasized duty of the banks to help in the generalization of pro- 
gressive experiences. That is a vital feature and virtua of socialist banking 
arising from our social conditions, and it wil! be necessary to far more stress it. 


In combination with our financial means, credit must be oriented to the greatest 
possible efficiency. It is therefore one of the bank's supervisory tasks to ensure 
that efficiency indices are unreservedly included in plan drafting. This applies 
especially to the full incorporation in the plan of economic profits set out in the 
duty books and decisions in principle, beginning with the planned production effi- 
ciency. 


To be actively used for such work is the legally prescribed coordination of credit 
planning by combines and enterprises on the one hand and the banks on the other. 

The banks constructive collaboration in planning is an important part of our banks 
state duties and, at the same time, offers a wide field for our real democracy. It 
requires close cooperation with the managers of enterprises and combines, social or- 
ganizations and superior organs. 


Relations between enterprises/combines and banks are based on the use of credit 
planned in contormity with material tasks. The conditions and terms of loans mst 
be even more emphatically directed to the stimulation of qualitative factors. This 
basic standpoint also includes the flexible use of credit for the encouragement of 
those investments that result in additional output in the form of usable end pro- 
ducts, the additional conservation of energy and raw materials and a real gain in 
time by the early and production-effective utilization of scientific-technological 
achievements or investments. 
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At the same time credit and bank controls will be more resolutely directed to the 
struggle against plan deviations and for the prevention of excessive spending. Con- 
sequently the terms for temporury additional loans are made harsher and combined 
with interest surcharges that rise progressively the longer the time elapsed. The 
aim here is to achieve the rapid removal of plan deviations. Credit, therefore, may 
never be a substitute for the lack of efficiency because--as we all know--loans must 
be repaid. Additional loans may be granted only for temporary plan deviations and 
proof of their elimination and, when required, in combination with appropriate gua- 
rantee. by the superior organs. 


We are maintaining the planned basic interest rate of 5 percent for bank loans. 
This is an important planning normative. At the same time we are using the system 
of interest discounts and interest surcharges. Interest discounts are gr«nted up 
to a rate of 1.8 percent in order to stimulate nationally effective measures. On 
the other hand differentiated interest surcharges up to a total rate of 8 percent 
have been established for the enforcement of the greatest possible plan discipline 
in the case of temporary deviations from the plan. When punitive interest charges 
are indicated, the rate may amount to up to 12 percent. 


The credit decree consistently directs the use of credit and bank controls to the 
encouragement of scientific-technological advances. A cornerstone of our work is 
the increase in the banks contribution to help make science and technology the main 
source of efficiency. In conjunction with the credit decree, the Council of Minis- 
ters decisions on the improvement of the management and planning of science and tech- 
nology as dealt with at the Third SED Central Committee Plenum are initiating a new 
phase for the banks operations also. When deciding on loans and in the implementa- 
tion of bank controls, the bank must start in all areas of its work from the nation- 
al needs for the greatest possible efficiency of science and technology. The focal 
point is the economic control of the expenditure and result of the resources made 
available by the state and the rapid transfer of research results to production. 

The guideline is the social norm of 2 years. Supervision must be directed in parti- 
cular to the refinement of raw materials, materials substitution, the improvement of 
exportability and export profitability, the betterment of the output of consumer 
,oods and the lowering of costs. Following upon the outcome of its controls the 
hank must require measures aimed at implementing the national demand on the €ficien- 
ev of the preparation and fulfillment of the duty books by challenging and task- 

r- lated targets and dates. 


when it comes to plan implementation, the bank must en ure that moneys are made 
ivailable or used only for such research and development tasks as are set out in the 
ippropriate and confirmed duty books consonant with state requirements on efficiency. 


Combines and enterprises may obtain loans on preferential terms for the early and 
concentrated completion and speeded-up transfer of planned research and deve lopment 
tasks to production as well as for tasks resulting in quicker reaction to market de- 
mands on export and domestic markets or in the lowering of production consumption. 
In certain circumstances loans may also be granted for test facilities, experimental 
onstructions and test production. 


Credit levers and bank controls must also be more comprehensively used for the 
achievement of the greatest possible efficacy of investments and basic assets. 





In accordance with the basic orientation of the credit decree the bank asserts its 
influence on the preeminent use of investments for speeding-up socialist intensifi- 
cation and rationalization, especially the renewal, modernization and reconstructim 
of existing basic assets. To do so it will utilize mainly cooperation in the draft- 
ing of opinions on the plan draft, targets and decisions in principle. 


The bank must make credit for basic assets and the release of funds for all invest- 
ment projects and measures dependent (as the national minimum requirement) on the 
observance of the industry and project related performance and efficiency indices 
and the parameters set out in the decision in principle as well as the norms and 
normatives of investment and construction site expenditure and construction time. 


To be exercised in the process of plan implementation are strict controls on the ob- 
servance of the indices and dates confirmed by the decision in principle. 


The bank will grant planne. »asic asset loans at discount interest rates to en- 
courage important intensification tasks, especially for measures aimed at 


-- Freeing manpower by job reductions, 

-- The conservation of energy and materials, 

~~ Increasing exports of products profitable in terms of foreign exchange, and 
~~ The development and utilization of secondary raw materials. 


iy making available basic asset loans at discounted interest rates, down to a 

1.8 percent interest rate, the bank adds national initiatives serving the early ope- 
ration of capacities as well as the rapid increase in output or performance, effi- 
ciency and quality. 


To ensure the more efficient use of circulating media, the erant of circulating me- 
dia loans will be more consistently tied to reductions in costs, the speed-up of 
the turnover of circulating media and the revision and use of progressive consump- 
tion and stockkeeping standards. 


Agreements on temporary overdrafts of plan credit may be concluded with firms which 
consistently meet the basic indices of performance appraisal, thereby enabling them 
to equalize temporary financial fluctuations. 


Credit and interest rates will be used to a greater extent to improve plan obser- 
vance in stockkeeping and ware*ousing. If loans are extended for excess stocks at 
all, higher interest rates must be charged and strict credit terms exacted so as to 
ensure the rapid utilization of these stocks. 


In the implementation of the decisions on the further perfection of economic account- 
ing, loans, interest rates and bank controls must more emphatically affect the as- 
surance of plan and contract fulfillment appropriate as to delivery date and assort- 
mnt, because this is an important factor in the efficient management of the opera- 
tion of enterprises and combines. To be strengthened for the improvement of the 
payment discipline maintained by enterprises and combines is the bank's influence ou 
the ability to pay, combined with the rapid removal of temporary plan deviations. 
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Improved in this connection were credit regulations and the respective prerequisites 
created for the payment of contract-appropriate goods deliveries and services even 
in the case of temporary payment difficulties. In future purchasing enterprises 
must be granted payment delays up to 90 days at a higher interest rate (12 percent). 
Such delays may be made dependent on the assumption of guarantees by the general 
director of the combine or manager of the economy managing organs. 


This increases the bank's influence on enterprises guilty of the material causes of 


payment difficulties. Still, the basic requirement is always the rapid removal of 
these material causes. 


The decisions on the perfection of economic accounting aptly state that cost reduc- 
tions provide the criterion for the contribution of combines and enterprises to the 
improvement of the cost-profit ratio. In fact the lowering of production consump- 
tion must here be reflected in hard cash. This target extends to all banking opera- 
tions. 


By its financing and controls the bank must help the improvement of cost planning 
and cost discipline in accordance with the new decisions. This includes, for ex- 
ample, supervision of the full incorporation in the cost plan of the results of 
science and technology as well as investments consonant with the duty books and de- 
cisions in principle and, vice versa, controls on the guarantee of prime cost reduc- 
tions by scientific-technological measures. 


New tasks also arise for the bank with regard to cost controls in the process of 
plan implementation by the rapid appraisal of the results of checks and the submis- 
sion of proposals for the complete fulfillment of the plan tasks relating to cost 
reductions and net earnings. Here we need a constructive as well as resolute atti- 
tude of all our staffs. 


The credit decree is based on the active utilization of credit and bank controls so 
as to raise caports and export profitability as well as the thrifty and efficient 
handling of imports. This continues to be the preeminent issue also for the work of 
the banks with regard to economic work procedures. It will be most important to 
marshal all the experience and knowledge of the banks for the support of enterprises 
and combines. 


The work of the bank is governed largely by the management and planning of the na- 
tional economy. Based on the role of the combines we will more comprehensively or- 
ganize relations between the bank and the combines, taking into account the expe- 
riences gained. That applies in particular to the utilization of credit and bank 
controls as per the actual conditions in the combines on the basis of credit politi- 
cal conceptions. These are bank instruments designed to make the kay points of the 
combines for the implementation of intensification the objective of banking. The 
stipulations to be made therein must clearly show how the standardized state credit 
policy is realized in accordance with the situation of the combines, how it helps 
the combines observance of economic accounting and takes into consideration the eco- 
nomic conditions of the reproduction process in its entirety--from research and de- 
velopment to sales, including export sales. 


By the further organization of relations between the bank and the combines we also 
understand the possibility of direct loans to the combine in the interest of the 
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concentrated use of material and financial funds for the dynamic development of the 
entire combine at the responsibility of the general director. 


The decree on credit and bank controls in the socialist economy removes the earlier 
fragmented legislation in the field of credit for the state economy, cooperative 
agriculture and artisan cooperatives by three different decrees and orders that 
tended largely to repeat themselves. The specific issues in the field of agricultur, 
torestry and food manufacture as well as artisan production cooperatives were 
settled in implementing regulations. 

Credit and bank controls are an indivisible element of socialist economic management. 
They must be used as levers for the achievement and overachievement of the targets 
set in the plan. This presumes in the banks also a complete understanding of the 
profound significance of our economic strategy and the related new quality of eco- 
nomic accounting. Starting from this point, the managers and staffs of banks must 
see to it that attitudes everywhere are conducive to exact accounting and analyses 
as well as to creative ideas and clear combat positions for the further development 
of the socialist economy. 


Issues of credit and controls by the GDR mark are part and parcel of socialist man- 
agement. By setting out credit conditions and credit terms, the state raises social 
demands on the use of state credit funds. The managers of enterprises and general 
directors of combines must provide all the prerequisites for using loans to the 
greatest possible profit. This will require them to include in their management 
operations the planning and utilization of credit as well as the results of bank 
controls. That involves close and constructive collaboration between the directors 
of banks, combines and combine enterprises, and this collaboration will have to ac- 
quire a new excellence in the conditions of the 1980's. 


Text of Credit Decree 


East Berlin GESETZBLATT DER DEUTSCHEN DEMOKRATISCHEN REPUBLIK in German Part I No 6, 
25 Feb 82 pp 126-133 


/Official text of "Decree of 28 January 1982 on Granting of Credits and Control by 
the Banks for the Socialist Economy--Credit Decree," signed 28 January 1982 by 
Werner Krolikowski, first deputy chairman, GDR Council of Ministers, and Horst 
Kaminsky, president, GDR State Bank/ 


/Text/ Our credit policy must be directed to the further implementation of the 
main task in its unity of economic and social policy, in accordance with the targets 
of economic strategy decided at the Tenth SED Congress. To that end the growing 
cash and credit funds must be used on the basis of the plan to finance stable and 
dynamic economic growth at the greatest possible efficiency. The active utilization 
of credit, interest and bank controls must encourage scientific-technological advan- 
ces and the comprehensive intensification of the reproduction process. 
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Section I--Scope 
Article 1 
This decree applies to 


-- State enterprises, socialist cooperatives and their cooperative facilities as 
well as other socialist enterprises and facilities working on the principle of 
economic accounting (hereinafter described as enterprises); 


-- State combines and economy managing organs (hereinafter described as combines); 


-- State organs; 


-- The GDR State Bank, the GDR Bank for Agriculture and Foodstuffs, the German For- 
eign Trade Bank AG, GDR savings and loan associations, GDR cooperative banks for 
artisans and traders (hereinafter described as bank). 


Section II--Principles of Credit and Bank Controls 


Article 2--Basic Rights and Duties of the Bank as well as of Combines and Enter- 
prises 


(1) On the basis of the economic plan and the confirmed credit balance the bank ex- 
tends loans to combines and enterprises for the purpose of financing the planned re- 
production process so as to raise output and improve efficiency. It exercises 
strict controls by way of the GDR mark. By its operations the bank must actively 
contribute to the definite improvement of the cost-profit ratio in the economy and 
assist the steadily better utilization of the qualitative factors of economic growth 
on the basis of comprehensive scientific-technological advances. 


(2) In accordance with the economic plan, the bank must orient credit to the obser- 
vance of state issued norms, normatives, balance parts, quotas and limits as well as 
other norms and economic targets, especially relating to scientific-technological 
tasks, investments, circulating assets and costs of materials and energy consumption 
[t may require the drafting or revision of such norms and targets in accordance with 
tie legal regulaticns. 


(3) Combines and enterprises must earmark loans as per the performance and efficien- 
cy targets set in the plan. Loans must be covered by collateral, repaid and amor- 
tized and interest paid. 


(4) To obtain loans, combines and enterprises must meet the following general con- 
fitions: 


~~ Observance of state plan targets on the development of performance and efficiency; 
-- The assurance of appropriate production and circulation for supplying the public, 


the national economy and exports, and for fulfilling plans and contracts punctuak 
ly and in the appropriate assortment; 
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-- The planned agreement of material and financial funds, the observance of the sti- 
pulated provision of self-generated resources and the guarantee of the ability 
to pay. 


(5) Combines and enterprises mst use the loans to the best possible effect. In 
their management operations the managers of combines, enterprises and state organs 
must incorporate credit planning as well as the control of borrowing within their 
sphere of responsibility. 


(6) Combines and enterprises mst plan borrowing, coordinate loan planning with the 
bank and, at the «me time, bring evidence of the observance of state plan targets. 
The bank must coniirm to combines and enterprises the result of the loan coordina- 
tion in the process of the preparation of plan drafts. If needed, the bank will 
link loan coordination with certain conditions, especially regarding 


-- The assurance of performance and efficiency targets, 


-~- The inclusion of the full useful effect in the plan of projects and measures 
taken into service, 


-- The provision of other lacking loan prerequisites. 


Whenever justified, the bank will reduce the amount of the loans to be planned or 
reject the loan application altogether. Combines ari enterprises may include loans 
in plan drafts and plans only to the extent that they have received the approval of 
the bank. They must base their material and financial planning on the results of the 
credit coordination and prove to their superior organs their agreement with the bank. 


(7) Simplitied requirements on the planning and reporting of loans apply to enter- 
prises planning to a reduced extent only. 


Article 3--The Use of Credit and Interest for the Stimulation of the Fulfillment and 
Purposeful Overfulfillment of the Plan 


(1) Loans are granted on the basis of credit contracts. The bank may combine the 
grant of loans with specific credit terms; the combines and enterprises must prove 
observance to the bank. The basic interest rate for loans amounts to 5 percent per 
annum. The president of the GDR State Bank may establish different interest rates 
in cases justified from the aspect of the national economy. 


(2) To stimulate the best possible performance, planned loans may be granted with 
discounts leading to a 1.8 percent interest rate in case of the overfulfillment of 
performance or efficiency criteria to be agreed. When these criteria fail to be ful- 
filled, planned loans may be granted with interest surcharges up to an 8 percent in- 
terest rate. The bank presidents will issue specific regulations regarding this 
point. 


(3) For measures serving the improvement of economic efficiency above and beyond the 
plan, resulting in better or early plan fulfillment or being in the special economic 
interest for other reasons, the bank may grant additional loans and, as a matter of 
state encouragement, set a discount interest of only 1.8 percent. The bank will 
grant this interest discount in dependence on the achievement of concrete preform- 
ance targets or norms or the satisfaction of other conditions. 


41 














(4) The bank will grant additional loans in the case of temporary plan infringements 
only if it is provided with evidence regarding the measures to restore the appro- 
priate plan situation and, consequently, the rapid repayment of such loans. It must 
establish the proper credit terms and exercise strict control of their observance. 
The bank uses an interest surcharge for such loans. The amount of the interest sur- 
charge is to be set at up to a maximum of 8 percent, depending on the economic ef- 
fects and the time needed to remove the plan infringements. To encourage the ini- 
tiative of the working people for the rapid removal of the causes leading to the im- 
position of an interest surcharge, such surcharges may be partially or completely 
returned once the arrears have been made up. Such payments are subject to the satis- 
faction of the terms imposed. 


(5) When punitive interest is charged as per article 17 paragraph 2, the interest 
rate may rise to up to 12 percent. 


(6) The bank may not grant loans to finance excessive expenditures and losses. It 
mist require measures aimed at the prevention of inefficient operations. To be 
especially excluded from credit are 


-- Excesses of the investment expenditure confirmed by the decision in principle, 


-- Circulating assets involved in the production of goods that are in danger of re- 
maining unsold, 


Circulating assets involved in production carried out without contracts unless 
other central decisions have been issued, 


-- Stocks not needed by the enterprise for plan fulfillment unless they are quickly 
made available for use as secondary raw materials, 


-- Disputed claims. 

Article 4--Bank Controls 

(1) Bank controls must be directed to the consistent implementation of the key points 
of our economic strategy and the assurance of the observance of state discipline in 
tue handling of social funds. The bank must concentrate its controls especially on 


-- The improvement of the efficacy of science and technology, 


-~ The reduction of production consumption, especially by the greatest possible re- 
finement of raw materials, materials and energy sources, 


-- The improvement in the cost-profit ratio of investments and their early produc- 
tion efficacy, 


-- The rise in the standard of materials and stocks management, 


-- The fulfillment of the finance plan, in particular the planned cost reduction 
and payment obligations, 
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(2) The bank exercises special controls on the increase of exports and their profita- 
bility as well as the thrifty and efficient handling of imports, It will submit ap- 
propriate suggestions for the develonoment of reserves. The bank is authorized to 
initiate a stop on imports considere: unwarranted from the national standpoint. 


(3) The bank controls the use ci the wages fund of s*ate combines and enterprises. 
In the case of inadmissible use of t-=e wages fund, state enterprises, combines and 
their superior organs must prove to the bank the adoption of measures to restore 
conformity with the plan. 


(4) In the process of drafting the :ive-year and annual plans the bank will hand the 
combines and selected enterprises proposals about the development of reserves, espe- 
cially for appropriate productior or services and for the improvement of efficiency. 
The managers of combines and enterprises must decide whether to adopt these propo- 
sals. The manager of the competent bank is authorized to call for decisions by the 
managers of superior organs if combines or enterprises fail to make proven reserves 
plan effective. The bank is authorized to attend plan defenses at the superior or- 
gans. 


(5) By its controls the bank must affect the generalization of advanced experiences 
in the assurance of the greatest possible efficiency and, with foresight, influence 
the fulfillment and overfulfi‘lment of combine and enterprise plan targets as well 
as the removal of sources of loss. The bank must report its control results to the 
combines, enterprises and state organs and then subuit proposals. The competent 
managers must evaluate the control results related to their management operations 
and inform the bank about any measures adopted. 


(6) The bank closely collaborates with other state control organs, the chief book- 
keepers and social organizations of working people in combines and enterprises. It 
is entitled to attend the reporting of managers of collectives and membership meet- 
ings in socialist cooperatives and there to appraise control results. The bank will 
utilize the experiences, objections and proposals of the working people for credit 
purposes, especially for the assessment of the economic useful or economic justifi- 
cation of th: loan applied for. 


(7) The bank is authorized to attend the reporting of enterprise and combine man- 
agers to their superior managers. It may require reporting to take place when plan 
infringements are committed, especially excessive spending. 


(8) The bank carries out its controls by key points and on the basis of state plan- 

ning and reporting, the results of accounting and statistics and its own investiga- 

tions in accordance with legal regulations but independent of the source of finances. 
Combines and enterprises must facilitate bank controls on their premises and produce 
the documents necessary for carrying out these checks. 


Article 5--Bank Relations with State Combines 


(1) The development of the greatest possible capacity and efficiency of the combine 
reproduction process in general must be assisted in accordance with national tasks 





In etfect at this time is the 19 January 1972 decision on the directive relating 
to the use of the planned wages fund for 1972 (GB1 II No 10 p 127) in the version 
of the announcement of 27 December 1972 (GB1 II No 74 p 862). 
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by loans to state combines and combine enterprises as well as by bank controls. The 
bank's credit conceptions must regulate the application of state credit policies to 
the concrete conditions and needs of the state combines. 


(2) The bank issues comments about the plan drafts and annual reports of the state 
combines and submits proposals for the development of efficiency reserves and for 
dealing with unjustified standard and growth differences within and among state com- 
bines. It submits these comments to the State Planning Commission and the competent 
minister at the time of plan defense and reporting. 


(3) Loans are granted to combine enterprises. For the better utilization of material 
and financial funds the general director may borrow money for the state combine. 
Loans may be approved for the state combine with regard to tasks crucially affecting 
the reproduction process of the combine as a whole, especially for 


-- The accomplishment of scientific-technological tasks, 


-- Investments significant for the development of performance and efficiency in the 
combine . 


-- The centralization of material circulating assets (for example replacement part 
stocks, emergency reserve, commercial reserve), 


~~ Anticipatory financing of monetary funds as per article 11 paragraph 2. 


(4) The bank is authorized to make further loans to combine enterprises failing to 
fulfill their plans dependent on the confirmation of the combine enterprises measure 
by the general director of the combine or a guarantee statement as per article 16 
paragraph 2. It may also decide that in such cases loans will only be granted on a 
temporary basis to the state combine at the responsibility of the general director. 
That applies in particular to loans as per article 11 paragraph 2. 


(5) The manager of the competent bank ensures close cooperation with the general di- 
rectors of state combines. In accordance with the principles of the management, 
planning and economic accounting of combines they conclude agreements with the gen- 
eral directors mainly on 


- Cooperation and the exchange of informatio, 
-- The competence of branch banks for financing and controlling the combine enter- 
prises, 
~~ The rational handling of payment transactions as well as other bank services. 
Section IIlI--Purpose of Credit 


Article 6--Science and Technology 


(1) In its credit decisions and the operation of bank controls the bank must start 
from the national need for the greatest possible efficiency of science and technolo- 


(2) On the basis of the current asset plan, the bank extends credit to combines and 
enterprises to finance scientific-technological services to be provided within the 
framework of business contracts and designed to be sold. 





(3) To assist the greatest possible efficiency of science and technology, combines 
and enterprises may be granted loans for 


a) The early and concentrated completion and speeded-up transfer of planned research 
and development tasks, 


b) Research and development tasks resulting in faster reaction to market needs both 
abroad and at home as well as to the speedier reduction of production consumption, 


c) Test facilities, experimental constructions and test productions that will be 


repaid from investment resources or earnings once the research results are trans- 
ferred to production. 


For loans as per letters a and b discounts will be granted, possioly down to a 
1.8 percent interest rate. 


(4) For selected research and development tasks the bank must exercise management 
controls on the cost and usefulness of the resources employed and the rapid trans- 


fer of the research results to production. Such controls are to be directed espe- 
cially to 


-- The refinement of raw materials, materials and energy sources as well as to mate- 
rials substitution, 

-- The conservation of imports, 

-- The improvement of export suitability and profitability, 

-- The increase and improvement of the output of consumer goods, and 

-~ The lowering of costs. 


The bank may require measures to be adopted to satisfy national needs regarding ef- 
ficiency and the respective improvement in the standard of duty books by challenging 
and task-related targets and dates. In the course of plan implementation bank con- 
trols will ensure that moneys are made available or used only for such research and 
development tasks as are recorded in confirmed duty books consonant with state re- 
quirements on efficiency. Upon noting inefficient use of research moneys or in- 
fringements of state discipline, the bank may stop any further use of financial re- 


sources either completely or partially until the competent superior organ issues a 
decision. 


Article 7--Financing of Investments 


(1) The bank extends credit to finance the planned investments of combines and enter- 
prises and releases financial resources for all investment projects and measures. 
Investment projects and measures to be financed by borrowing are agreed between the 
bank and the combines or enterprises. All moneys of combines and enterprises are 
included in bank controls as long as they are used to finance investments. 


(2) The bank actively affects the preparation of investments consonant with legal re- 
gulations. It controls the efficiency and the terms for realizing the investments. 
In accordance with national needs as well as state tasks and state plan targets the 


bank requires the following as specific conditions for borrowing and for the release 
of moneys: 
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-- The observance of national criteria in accordance with industry and project- 
related indices, especially for the improvement of the cost-profit ratio, the in- 
crease in export profitability, the observance of state norms and normatives of 
investment and construction site costs as well as construction times as the mini~ 
mum requirements and the observance of the ranking and sequence of investments 
set out in the plan, 


~~ The intimate link between science and technology and investments for the assurare 
of the most rapid possible production efficacy of the results achieved by science 
and technology, 


-~ The priority use of investments to speed up socialist intensification and ratio- 
nalization, especially for the renewal, modernization and reconstruction of exist- 
ing basic assets and to reduce uncompleted investments, 


-~ The freeing of manpower by job savings, 
-- Increased regional rationalization, 
-- The satisfaction of challenging demands on the utilization of basic assets. 


fhe grant of basic asset loans must be made dependent on the observance of cost and 
profit indices, construction times and start-up dates established by the decision in 
principle as well as the criteria and dates of instalment payments agreed between 
clients and suppliers. Combines and enterprises are obligated to include in the 
plans the cost and profit indices established in the decision in principle, to clear 
their project or measure related observance and document it to the bank on the 
basis of the loan agreement concluded. 


(3) The bank is authorized to impose requirements arising from its controls vis-a- 
vis the combines and enterprises and to request a report on the tasks and documenta- 
tion related to the decision in principle. If the credit conditions listed in para- 
zsraph 2 and article 2 paragraph 4 are met, and before the decision in principle, the 
hank will issue a promise of loan for projects to be financed by borrowing. The 
bank may link this promise of loan with specific conditions. Once it has given a 
‘comise of loan, it is obligated to conclude the loan contract provided the require- 
ments spelled out in this paragraph and the conditions of the promise of loan have 
been met. 


(4) The prior approval of the bank must be obtained if decisions in principle regard- 
ing investments to be financed by loans are to be revised due to changed circumstan- 
ces and as per the legal regulations. 


(5) The conclusion of the basic asset loan contract proceeds on the basis 


- Of the decision in principle issued as per the legal regulations and in observance 
of the conditions coupled with the promise of loan, 


-- Of the incorporation of the investments in the plan within the scope of the state 
plan indices for investments and fheir financing as well as a confirmed list of 


headings, 


-= The documentation of contractual guarantees. 
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The conclusion of credit contracts for the importation of machines and equipment 
must be made dependent on the evidence of the need for and efficacy of the importa- 


tion, based on advanced efficiency criteria and the future re-earning of the foreign 
exchange spent. 


(6) Loans must be repaid within 5 years at the latest. Time is counted from the 
date of borrowing and ends with the complete repayment of the loan. In the case of 
the new construction of factories the repayment term of the loan may begin at the 
time of the planned start-up. In exceptional instances, warranted from the national 
standpoint, repayment terms in excess of 5 years may be agreed. The presidents of 
banks will issue the necessary decisions. Special repayment terms apply to loans to 
state and cooperative enterprises of agriculture, forestry and the foodstuffs indus- 
try and their cooperative facilities as well as to artisan production cooperatives. 


(7) To assist particularly important investments, the presidents of the banks may 
allow interest reductions lowering the interest rate to a minimum of 1.8 percent. 
To be encouraged thereby are important national tasks, in particular 


-- Freeing manpower by cutting jobs, 

-- Energy and material conservation, 

-~ Raising exports of products profitable in terms of foreign exchange and conserving 
imports, 

-- The development and utilization of secondary raw materials. 


The grant of loans at reduced interest rates is to be made dependent on the accomp- 
lishment of concrete targets. 


(8) If investments are completed so as to become operational ahead of time, and if 
the planned financial resources needed are not yet available, the bank will extend 
credit at interest rates reduced to as low as 1.8 percent. 


(9) Rationalization loans for investments may be granted above and beyond the state 
plan target “investments (material volume)" on the basis of legal regulations and 
for the purpose of carrying out rationalization investments that serve the rapid in- 
crease in output or performance, efficiency and quality as well as energy and mate- 
rials conservation, provided such investments are to be carried out by the mobiliza- 
tion of reserves and without calling on state balanced funds. The first condition 
is the emergence in the year of start-up of an additional profit that must be used 
toward the repayment of the loan. If a particularly high rise in output and effi- 
ciency is achieved, the bank may reduce the interest rate to as little as 1.8 per- 
cent, 


(10) When granting basic asset loans the bank will impose interest surcharges up to 
a total rate of 8 percent if the loan conditions are not met in time, the conditions 
of the promise of loan are not fulfilled, or the completion date set by the decision 
in principle is not observed. I will require measures to be taken to quickly en- 
sure the observance of the cost-profit ratio fixed in the decision in principle. 


Article 8=-Loans for Housing Construction 


(1) On the basis of the plan the bank will grant loans for the construction of new 
state and cooperative housing and state facilities as per the legal regulations, 
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including the interest provisions therein, Credit is to be used to affect the ob- 
servance of cost and construction time normatives as the minimum national require- 
ment and the use of the moneys with the greatest possible efficacy for the punctual 
and appropriate completion of the projects. 


(2) Im accordance with legal regulations the bank grants loans for the maintenance 
and modernization of the existing housing stock on condition of the efficient use of 
the material and financial resources, the observance of normatives and standard val- 
ues for special expenditures. 


Article 9--Credit for Current Assets 





(1) Om the basis of the current asset plan or the enterprise plan the bank will 
grant combines and enterprises loans for the current assets needed to finance the 


preparation and implementation of planned production and services as well as planned 
circulation. 


(2) When extending credit and exercising controls, the bank, in agreement with na- 
tional needs and @ate tasks and plan quotas, requires as specific preconditions 


-- The plan and contract appropriate production, services and sales for the supply 
of the public and the national economy as well as the export trade by volume, as- 
sortment, quality and delivery date, coupled with the greatest possible export 
profitability, 


-- The lowering of costs, especially by the rational utilization of energy sources, 
materials and raw materials consequent upon the utilization of the latest find- 
ings of science and technology, coupled with the observance of state normatives, 
progressive norms and indices of materials and energy consumption. 


-- The assurance and observance of plan targets for current asset intensity by pro- 
gressive stock norms, scientific-technological and materials management measures 
and orderly warehousing protected against losses, 


~ The use of economically justified payment procedures and dates, as well as 


fhe observance of definite dates given for the submission of export documents to 
obtain payment. 


The bank is authorized to control the inclusion of material stocks in balancing as 
per the state normatives. 


(3) The conclusion of the current asset loan contract proceeds on the basis of the 
mtirmed current asset or enterprise plan. 


(4) In dependence on the observance of plan and finance discipline the bank fixes 
various types of credit to meet the planned financial needs. Agreements on temporary 
overdrafts on plan credit may be concluded vith enterprises which, in particular, 
steadfastly meet the basic indices of performance appraisal, thus helping them cover 
temporary fluctuations in monetary needs. 
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(5) For the establishment of business reserves and state mandatory minimum stocks 
of important products and specially fixed spare part stocks, planned loans may be 
granted on preferential terms, including interest reductions tc. a low of 1.8 percent 
interest rates. 


(6) The bank will grant additional loans to finance current assets temporarily held 
in excess of the plan but which are in the national interest, especially arising 
from 


-- The purposeful overfulfillment of output and service tasks, 

-- The additional production of industrial robots and other rationalization aids, 
-- The additional production of spare parts, and 

~~ Rational transport space utilization. 


The bank may allow reduced interest rates to a low of 1.8 percent. 
(7) The bank may grant additional loans on more severe terms 


a) For temporary excess stocks due to improper occurrences, provided that such stocks 
are used for appropriate production and circulation, and that measures for their 
reduction and the avoidance of any possible reoccurrence are documented and car- 
ried out. The bank is authorized to make the grant of such loans dependent upon 
the confirmation of a utilization conception for the excess stocks by the direc- 
tor general of the combine or manager of the superior organ. For products impor- 
tant from the national aspect, the bank will call for the comments of the balan- 
cing organs. To stimulate the rapid utilization of excess stocks interest sur- 
charges may be imposed for the additional loans amounting to a total rate of up 
to 8 percent; these surcharges are to be differentiated especially from the as- 
pect of the time taken to reduce the excess stocks; 


b) For overdue claims provided they do not originate from delivery defects and the 
enterprise takes legal steps for the collection of the overdue claims. In these 
cases the bank must impose interest surcharges; their amount is to be fixed by 
the president of the GDR State Bank in consideration of the legal regulations on 
the computation of interest due on arrears; 


«) To enterprises temporarily unable to meet their obligations, due to plan arrears; 
in that case the loans must be earmarked for the payment of contract appropriate 
deliveries and services. Such loans have a maximum term of 90 days and carry a 
12? percent interest rate (divergent of the provisions of article 3 paragraph 4). 
The bank ties the credit to concrete requirements on dealing with the causes of 
the plan offenses and may make it dependent on a guarantee statement by the gen- 
eral director as per article 16 paragraph 2. 


(8) The bank may set out specific conditions, especially regarding self-generated 
resources and the amount of interest as well as the financing of export claims for 
foreign trade enterprises and those combines and enterprises to which the minister 
for foreign trade has assigned the tasks, rights and duties of a foreign trade enter- 
prise, The bank will exert its influence to see that these combines and enterprise. 
sell their export products at advantageous prices and terms. 
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Article 10--Special Features of the Extension of Current Asset Loans to General and 
Main Contractors (GAN/HAN) 


(1) The bank will grant planned current asset loans to GAN/HAN for the orderly prepa- 
ration and planned implementation of investments, provided that these investments 
are part and parcel of the investment client's state plan targets and the necessary 
contirmations are produced in accordance with legal regulations. 


(2) By way of specific credit preconditions for extending credit and exercising con- 
trols the bank, in accordance with national economic requirements as well as stete 
tasks and state plan targets, requires the observance of 


-~ The investment expenditure, the dates of completion and construction times as per 
the decision in principle, and 


-- The prices and dates for investment services as well as the criteria for instal- 


mnt payments agreed in business contracts on the basis of the decision in prin- 
ciple. 


(3) The interest rate for planned current asset loans to GAN/HAN for the preparation 
and implementation of centrally planned investment projects amounts to 1.8 percent, 
provided the completion dates and construction times fixed by the decision in prin- 
ciple are observed. The 1.8 percent interest rate to be applied must be the basis 
f the planning and computation of the price of investment services. In case the 
lates stipulated are exceeded, the bank will use interest surcharges or punitive 
interest charges, coupled with appropriate conditions. 


\4) The provisions of paragraphs 1 and 2 apply mutatis mutandi to credits for gen- 
ral suppliers for the purpose of planned exports. 


Article Ls ) for the Planned and Unplanned Anticipatory Financing of Monetary 
Fut, 


|) The bank may grant additional loans for the anticipatory financing of monetary 

‘unde if a planned temporary divergence occurs between self-generated resources and 
) needs. The extension of credit presumes that the money is needed to finance 

lanned processes, and that repayment is ensured by the planned yield of monetary 


re’'simirces, 


(2) If, temporarily, the planned self-gewerated financial resources fail to be 
ironed, the bank may grant an additional loan for the planned and necessary payments 
to enterprise funds supposed as per plan to be paid from profits. The bank will 


thon impose interest surcharges as per article 3 paragraph 4. It is a condition 
l-ans on the basis of the failure to earn self-generated resources that the plan 
irroars be made up by the end of the plan year, and that loan repayment is ensured 
ov the time the closing annual balance is confirmed. 


(3) For the payment of contract appropriate goods deliveries and services in the in- 
vestment field, combines and enterprises may receive loans a3 per article 9 para- 
sraph 7? letter c if moneys on the bank account “investment fund" guct be used tempo- 
rarily to meet obligations to the state. Such loans presume these moneys to be 
earned back within 90 days. 





Article 12--Foreign Exchange Credit 


(1) Foreign trade enterprises may be granted foreign exchange loans to finance 
planned imports; these must be repaid within the scope of the plan. 


(2) As per legal regulations foreign exchange loans may be granted combines and en- 
terprises for additional imports of machines and equipment which facilitate a rapid 
rise in output for export above and beyond the plan, provide for the greatest pos- 
sible export profitability or facilitate the additional replacement of imports. 


Section IV--Contractual Organization of Credit Relations 
Article 13--Credit Application 


(1) Combines and enterprises must submit a written credit application to obtain 
planned and additional loans and do so 


-~ For basic asset loans before the decision in principle is made, 


-- For planned current asset loans on the basis of the confirmed current asset plan, 
normally by the end of February and in any case no later tian 15 March of the 
plan year, 


-- For additionan loans upon the emergence of an extra plan need for finance. 


(2) The credit application must include data regarding the purpose of the loan, the 
amount, repayment and the justification of the need for the loan required for the 
bank's decision as well as documentation on the presence of the loan prerequisites. 
To that end combines and enterprises must submit to the bank the necessary plan do- 
cuments, other documents and evidence, 


(3) The bank must decide the credit application within 14 days--28 days in the case 
of applications for the promise of loans for basic asset credit--and set out the 
specific credit terms. If the documentation needed to review the credit prerequisi-~ 
tes is incomplete or the justification for the credit requirement insufficiently 
specific, the bank is authorized to request more details while issuing an interme- 
diate decision. In that case the term for processing begins at the time the defects 
in the loan appilcation are removed. 


(4) Upon approving the credit application the bank will 


-- Issue a promise of loan as per article 7 paragraph 3 in the case of basic asset 
loans, 


~~ Concedude a loan contract with the combine or enterprise. 
The bank must show cause when rejecting a credit application. 
Article 146=-Loan Contract 


(1) A loan contract must be concluded between the bank and the combines or enterpri- 
os tor the grant of a loan on the basis of the credit application, the documentation 
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regarding satisfaction of the conditions of the promise of loan for basic asset 
loans and other documents requested. 


(2) To be agreed in the loan contract are 
-- The purpose of the loan, 
-- The amount of the loan and the dates the money will be drawn, 


-- The term of the loan and the instalment payments. 


The loan prerequisites of the credit decree are part and parcel of any loan contract 
without having to be explicitly listed in the contract. 


(3) The conclusion, amendment or cancellaticn of loan contracts must be in writing. 

The combines and enterprises are obligated promptly to inform the bank of any 

changes in the plan and other major points affecting the fulfillment of the loan 

contract. 

(4) Loan contracts are to be amended or canceled if 

a) Possibilities arise for the more rational use of self-generated resources and 
loans as well as for the improvement of appropriate production at the combine or 
enterprises, or the need for the loan disappears; 

b) Stat plan quotas are changed as per legal regulations; 

c) 1 necessity to do so arises from other state decisions. 


Article 15--Computation of Lending Rate 


(1) Interest payments are due quarterly on the dates stipulated by the bank and de- 
bited to the borrower. 


(2) The bank may charge tue enterprises and combines punitive interest divergent 
from the period mentioned in paragraph 1. 


Section V--Legal Consequences in Case of Infringement of Preliminary and Contractual 
Duties Arising from Credit Relations 


Article 1l6--Measures to Deal with Inadequate Credit Prerequisites 


(1) In the case of credit prerequisites being inadequate the bank may--while citing 
the reasons-- 


1) Link the promise of loan with conditions involving the establishment of the ne- 
cessary prerequisites, 


») Issue a promise of loan for a smaller amount than requested, 


) Link ‘the promise of loan with the imposition of an interest surcharge up to a 
total interest rate of 8 percent per annum, 


4) Reject the loan application. 











(2) Upon issue of a guarantee statement, the general director of the combine obli- 
gates himself to ensure the satisfaction of the loan prerequisites or loan terms. 
if the loan prerequisites or loan terms fail to be met in the stipulated time or 
loans are uot punctually repaid, the general director must employ financial resour- 
ces as per the legal regulations. 


Article 17--Material Responsibility 


(1) The partners to the contract are materially responsible for the nonfulfillment 
or not appropriate fulfillment of contractual duties. Material responsibility 


ceases if the breach of duty is caused by the other partner or by an inevitable oc- 
currence. 


(2) Should the combines or enterprises break the loan contract, especially the per- 
formance and efficiency targets and dates included thereir, the bank may--after care- 
ful investigation of the circumstances involved in the breach of the loan contract 
and in accordance with the economic situation of the combines and enterprises and the 
guarantee of th removal of the breach of contract situation 


a) Impose a punitive interest up to a total interest rate of 12 percent per annum 


b) Reduce the loan amount for the future or exclude certain objectives from the al- 
lowance of credit, 


c) Call in the entire loan or parts therof. 


The bank requires measures to be taken to remove the plan offensenses and it submits 
proposals to that purpose. 


(3) <A breach of contract exists especially when the loan prerequisites as per ar- 
ticles 2 and 6-12 or the other specific loan conditions set out in the loan contract 
are not satisfied. The initiation of countermeasures must be justified. 


(4) In justified instances the bank may temporarily defer the payment of loans due. 
The bank is entitled to balance due loans including interest 


-- From inpayments, 


-- From the combines or enterprises own monetary funds insofar as such use is legally 
permissible, 


provided no other payment obligations take precedence over the bank claims as per the 
legal regulations, The interest rate for due loans amounts to 12 percent. 


(5) If the bank breaks the loan contract, and the combines or enterprises suffer 
damage as a result, the bank is obligated to compensate this damage as per the provi- 
sions of the contract law, 


Article 18--Appeals Procedure 


(1) The bank decides disputes between combines or enterprises and the bank in con- 
nection with the grant of loans including the contractual partners wish to amend or 
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cancel loan contracts. The State Contract Court will decide disputes as per ar- 
ticle 17 paragraph 5. 


(2) Combines and enterprises may appeal to their competent bank organ against its 
requests and measures. That appeal must be submitted within 14 days. It has no 
postponing effect. If the appeal is rejected or admitted to a limited extent only, 
and after consultation with the superior organ of the combine or enterprise, the 
bank organ competent for that organ will issue a decision. 


(3) The decision of the superior bank organ as per paragraph 2 mst be issued with- 
in 14 days from receipt of the appeal by the bank. 


Section VI--Concluding Regulations 


Article 19 


The president of the GDR State Bank will issue the legal regulations required to 
carry out this decree, including special provisions for agriculture, forestry and 
the foodstuffs industry as well as for artisan production cooperatives. 


Article 20 


(1) This decree takes effect upon publication. It applies to all contracts con- 
cluded after it has taken effect. 


(2) Losing effect at the same time are: 


-- The decree of 22 December 1971 on the Implementation of Credit and Interest Policy 
with Respect to State Enterprises, Consumer Cooperative Enterprises and Socialist 


lousing Construction Cooperatives--Socialist Enterprises Credit Decree--(GB1 II 
1972 No 4 p 41), 


-- The decree of 8 August 1977 on the Amendment of the Decree on the Implementation 
ot Credit and Interest Policy with Respect to State Enterprises, Consumer Cooper- 


itive Enterprises and Socialist Housing Construction--Socialist Enterprises Cre- 
{it Decree--(GB1L I No 25 p 309), 


- The decree of 15 December 1970 on the Implementation of Credit and Interest Policg 


with Respect to Artisan and Production Cooperatives of Operating Ocean and Coastal 
Fishormen--(GB1 II No 99 p 715), 


The order of 15 February 1977 on the Implementation of Credit and Interest Policy 
in Agriculture--Agriculture Credit Order--(GB1 I No 6 p 45), 


- Order No 2 of 8 August 1977 on the Implementation of Credit and Interest Policy 
in Agriculture--Agriculture Credit Order--(GBL I No 25 p 315). 





Implementing Regulation for Agriculture 


East Berlin GESETZBLATT DER DEUTSCHEN DEMOKRATISCHEN REPUBLIK in German Part I No 6, 
25 Feb 82 pp 133-134 


/Of ficial text of "First Implementing Regulation on the Credit Decree--28 January 
1982--Granting of Credit to Socialist Cooperatives, Cooperative Establishments and 
State-Owned Enterprises of the Agriculture, Forestry and Foodstuffs Industry,” 
signed 28 January 1982 by Horst Kaminsky, president, GDR State Bank/ 


/Text/ On the basis of article 19 of the decree of 28 January on Credit and Bank 
Controls in the Socialist Economy--Credit Decree--(GBl I No 6 p 126), the following 
is provided for the use of specific regulations for agriculture, forestry and the 
foodstuffs industry: 


Article 1--Scope 
(1) This implementing regulation applies to 


-- Socialist cooperatives in agriculture, forestry and the foodstuffs industry (ex- 
cluded is the banking of the VdgB /Peasant Mutual Aid Association/--Farmers 
Trading Cooperatives and the VdgB Dairy Cooperatives), 


-- Cooperative facilities in agriculture, forestry and the foodstuffs industry. 
(2) This implementing regulation further applies to 


-- State enterprises, combines, economy managing organs and facilities operating on 
the principle of economic accounting in agriculture and forestry from the aspect 
of the grant of basic asset loans and reduced interest rates for loans in the 
area of current assets, 


-- State enterprises of the foodstuffs industry including VdgB dairy cooperatives as 
well as state enterprises of the Business Federation Fruit, Vegetables and Pota- 
toes with regard to the grant of basic asset loans to finance joint investments 
with cooperatives, cooperative facilities and state enterprises in agriculture 
and forestry, 


-- State enterprises of agriculture, forestry and the foodstuffs industry with re- 
spect to the grant of basic asset loans for enterprise housing construction in 
the countryside. 

On Article 2 Paragraphs 4 and 6 of the Credit Decree: 


Article 2 


(1) It will be another condition for the grant of loans that the borrower ensures 
orderly accounting. 


(2) The inclusion of self-generated resources in the financing of basic and current 
assets for socialist cooperatives and cooperative facilities of agriculture, forest- 
ry and the foodstuffs industry is to be agreed with the bank at the time the loan 
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contracts are concluded and in accordance with the stage of economic development and 
the amount of accumulation, 


(3) The bank may issue promises of loans for current asset loans and stipulate loan 
prerequisites required for granting these loans. In the case of socialist coopera- 
tives and cooperative facilities of agriculture, forestry and the foodstuffs indus- 
try, credit needs are coordinated in the process of enterprise plan drafting. The 
bank is obligated to inform the socialist cooperatives and cooperative facilities of 


agriculture, forestry and the foodstuffs industry about is decision before enterprise 
plans are confirmed. 


To Article 7 Paragraphs 6, 7 and 9 of the Credit Decree 


Article & 


(1) In the case of basic asset loans the maximum term for 


-- Investments as per paragraph 2 amounts to 90 percent of the standard useful 
life with a maximum of 25 years 

-- Equipment investments 6 years 

-- Other investments 20 years. 


The bank may grant a period free from redemption for the start-up time needed as per 
the investment preparation. 


(2) Interest reductions apply to the following investments and the amounts involved 
are 


-- ) percent for investments designed to raise soil fertility and for preservation 
ind warehousing 

-- 2? percent for the rationalization of barn facilities and greenhouses, including 
remodeling and expansion 

-- 2 percent for selected facilities of crop and animal production in accordance 
with the applicable regulations. 


(3) To assist initiatives involved in the development of reserves in the course of 


the plan year, basic asset loans may be granted to finance additional investments in 
sccordance with the applicable regulations.“ The prerequisite for such loans to be 
vranted is the resultant rise in output and efficiency. The terms and interest 


rates charged with regard to these additional loans are to be fixed as per the prin- 
iples listed in paragraphs 1 and 2. 


- ss 





In effect at the present time is the directive of 7 July 1980 on Measures to En-_ 

ourage LPG's, GPG's /horticultural production cooperatives/, VEG's /state farms/ 
ind their Cooperative Facilities in the Period from 1981 (Directives and Reports 
by the Ministry for Agriculture, Forestry and Foodstuffs Industry No 3/1980). 


in etfect at the present time is the instruction No 3/1980 by the minister for 
iwriculture, forestry and foodstuffs industry of 12 March 1980 on the use of ar- 
ticle 5 paragraph 4 of the Land Cultivation Order (Directives and Reports of the 
Ministry for Agriculture, Forestry and Foodstuffs Industry No 4/1980). 





(4) If early repayment of the loan to at least 50 percent of the maximum permissible 
term is contractually agreed with the bank, the bank will allow a 0.5 percent inte- 
rest discount from the time of such agreement. This applies to all loan contracts 
concluded after 1 January 1971. If the agreement is not observed, the bank may can- 
cel the interest concession retroactively. 


(5) If the borrower does not have the planned self-generated resources to finance 
investments, basic asset loans may be made available. It is a prerequisite of such 
loans that the loan application should document the reasons for it, and that the 
borrower ensures the contract appropriate repayment of the loan as well as of inte- 
rest payments. 


On Article 8 of the Credit Decree: 
Artic le & 


(1) Socialist cooperatives, cooperative facilities and state enterprises of agricul- 
ture, forestry and the foodstuffs industry may obtain basic asset loans for enter- 
prise housing construction in the countryside. 


(2) The bank grants these loans up to the amount of standard construction costs 
less self-generated resources and at a 1 percent interest rate. 


(3) Repayment of the loans begins on 1 January of the year following completion and 
amounts to at least 1.5 percent annually. 


On Article 9 Paragraphs 1, 5 and 6 of the Credit Decree: 
Article 5 


(1) The promise of loan may include the costs of future accounting periods of up to 
5 years. In justified instances interest charges for current asset loans as well as 
repayment instalments for current asset loans may be deferred for future accounting 

periods, with due observance of the legal regulations governing cost demarcation. 


(2) It the conditions fixed by the minister for agriculture, forestry and foodstuff 
industry are met, the bank may allow differentiated interest reductions down to a 

2 percent interest rate for selected measures and stocks of importance for the na- 
tional economy, especially current asset stocks for selected facilities of crop and 
animal production during the start-up period, the first equipment of industrialized 
tacilities with high-quality livestock, increases in herds, the nationally needed 
expansion of feed reserves, efficient feed management, fruit and vegetable produc- 
tion, fertilizers in central fertilizer storage as well as for selected stocks held 
by inter-cooperative construction organizations and land improvement cooperatives. 


On Article ll of the Credit Decree: 

Art i« le fy 

fo help ease liquidity difficulties, especially when due to weather related extra 
expenses and losses in yield, and insofar as is justified from the national stand- 


point, the bank may grant additional loans with the proviso that concrete and ac- 
countable measures be initiated for the removal of the causes of the need for 
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additional finance, and that these measures provide for the repayment of the loans. 
Depending on the cause and duration of the need, interest surcharges of up to 3 per- 
cent may be imposed. Repayment of these loans is to be agreed on the basis of the 
rising efficiency of the reproduction process. If such loans are granted beyond the 
plan year, the repayment instalment due in the respective year must be decided an- 
nually at the time of enterprise plan confirmation. 


On Article 15 Paragraph 1 of the Credit Decree 

Article 8 

For socialist cooperatives and cooperative facilities of agriculture, forestry and 
the foodstuffs industry interest payments for basic asset loans are due annually on 
15 December, and the borrower will be so debited. 

Artic le 8 

This implementing regulation takes effect upon publication. 


Imp lement ing Regulation! for Artisans 


East Berlin GESETZBLATT DER DEUTSCHEN DEMOKRATISCHEN REPUBLIK in German Part I No 6, 
25 Feb 82 pp 134-135 


/Ofticial text of “Second Implementing Regulation on Credit Decree--28 January 1982 
--Granting of Credit to Artisan Producer Cooperatives,” signed 28 January 1982 by 
liorst Kaminsky, president, GDR State Bank/ 


Text/ On the basis of article 19 of the decree of 28 January 1982 on Cranting of 

Credits and Control by the Banks for the Socialist Economy--Credit Decree--(GBl I 

No 6 p 126) the following is ordered with regard to the use of specific regulations 
for granting credit to artisan production cooperatives with the aim of their further 
nc ouragement: 

Article l--Scope 


his implementing regulation applies to 


- Artisan production cooperatives and production cooperatives of working oc*an and 
coastal fishermen, 


Cooperative facilities in the sector of services, repairs and direct supply ser- 
vices and cooperative facilities in ocal and coastal fisheries 


(hereinafter described as production cooperatives). 





First implementing decree of 28 January 1982 (GBL I No 6 p 133) 
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On Article 2 Paragraph 6 of the Credit Decree: 


Article 2 


Coordination of credit planning with the bank proceeds in the process of enterprise 
plan drafting. The bank is obligated to inform the production cooperatives of its 
decision before confirmation of their enterprise plans. 

On Article 3 Paragraph 3 of the Credit Decree: 


Article 3 


(1) To assist new production cooperatives, loams may be granted at a preferential 
2 percent interest rate for up to 2 years from the establishment of the cooperative. 


(2) Loans with a basic interest rate discount down to a 2 percent rate may be 
granted for up to 2 years if existing established production cooperatives 


-- Are directed to supply services for the satisfaction of public needs, or 

-- Are significantly expanded by the accession of formerly private artisans, 

should this involve a temporary but significant decline in profitability. 

On Article 7 Paragraph 6 of the Credit Decree: 

Article G 

Loans must be repaid within 5 years at the latest. In the case of projects directly 
serving the better supply of the public with services, repairs and direct supply 
services the maximum term is 6 years. 

On Article 9 of the Credit Decree: 


Article 5 


(1) The confirmed standard plan is the basis for the grant of current asset loans 
and the conclusion of current asset loan contracts. 


(2) Production cooperatives must participate with their self-generated resources in . 
the average planned current asset stocks, The minimum participation by self-genera- 

ted resources in the financing of current asset stocks amounts to 33.33 percent, for 
production cooperatives largely engaged in trade to 25 percent. 


(3) The bank may permit temporary exemptions from minimum participation by self- 
generated resources. It may grant loans for the lacking self-generated resources 


a) At the basic interest rate for the 


-- Encouragement of new production cooperatives, 
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-~ The financing of stocks of greater value due to planned industrial price 
changes, 


-~ The financing of large stocks of cooperation performances maintained by the 
production cooperatives as investment contractors provided the economically 
justified construction and assembly terms are observed; 


b) At interest surcharges up to a total 7 percent interest rate in other justified 
instances. 


It is a precondition for such loans to be granted that the production cooperatives 
obligate themselves to ensure the gradual repayment of the loans by speeding up the 
turnover of current assets or the use of self-generated resources. 

On Article 14 Paragraph 2 of the Credit Decree: 

Article 6 


The bank may ask for collateral depending on the purpose of the loan and the econom- 
ic Situation of the production cooperative. 


Art ic le 7 


(1) The president of the GDR State Bank may include other socialist cooperatives in 
the scope of the implementing regulation. 


(2) This implementing regulation takes effect upon publication 
Order on Interest Payments 


Fast Berlin GESETZBLATT DER DEUTSCHEN DEMOKRATISCHEN REPUBLIK in German Part I No 6, 
25 Feb 82 pp 135-136 


Ofticial text of “Order of 28 January 1982 on the Payment of Interest for Funds of 


the Socialist Economy Deposited in Bank Accounts," signed 28 January 1982 by Horst 
Kaminsky, president, GDR State Bank/ 


lext/ in agreement with the competent ministers the following is ordered for the 
avment of interest for funds of the socialist economy deposited in bank accounts: 


Article l--Scope 
his order applies to 


State combines, enterprises and facilities as well as economy managing organs 
(hereinafter described as state combines and enterprises), 


Socialist cooperatives and their enterprises and facilities capable of acting as 
1 legal entity, and socialist associations capable of acting as a legal entity 
(hereinafter described as socialist cooperatives), 








-~ The GDR State Bank, the German Bank for Agriculture and Foodstuffs, the German 
Foreign Trade Bank AC, GDR savings and loan associations, GDR cooperative banks 
for artisans and traders (hereinafter described as banks). 


Article 2--Monetary Resources of State Combines and Enterprises 


(1) Moneys of the premium funds and the culture and social funds of stete combines 
and enterprises deposited in special bank accounts earn 1 percent annual interest. 


(2) Other moneys of state combines and enterprises, including earmarked moneys to 


be maintained in special bank accounts as per legal regulations, do not earn inte- 
rest. 


Article 3--Monetary Resources of Socialist Cooperatives 


(1) Monetary resources of socialist cooperatives deposited in bank accounts earn 
l percent annual interest. 


(2) Moneys of socialist cooperatives to be used in future years may be deposited 
in special bank accounts anc are then entitled to earn interest. The deposits and 
the withdrawal of such resources must be planned and contractually agreed with the 
bank. 


(3) Depending on the length of time, time deposits earn interest as follows: 


12-24 months deposit 2 percent annually 
24-36 months deposit 3 percent annually 
3% months and more 4 percent annually. 


(4) Excepted from interest-earning deposits are monetary resources of socialist co- 
operatives in agriculture, forestry and the foodstuffs industry and their cooperati- 
ve facilities 


-- As long as they borrow money, including any needed for housing construction, at a 
lower interest rate than the basic 5 percent; 


~~ As long as they are deposited in special bank accounts as “fupds for soil improve- 
mnt measures” as per the legal regulations on land use fees. 


(5) At the end of the agreed period of deposit the long-term deposited moneys earn 
| percent interest unless a new contract is concluded. 


(f) In the case of early withdrawal of long-term deposits in exceptional instances 
and after agreement with the bank 


1) Socialist cooperatives in agriculture, forestry and the foodstuffs industry and 
their cooperative facilities will be paid interest at the contractually agreed 


rate tor the actual time of deposit, provided objective reasons for the withdrawal 


in etfeet at the present time is the deeree of 26 February 1981 on Land Use Fees 
(GBI I No 10 p 116). 
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are present. If these conditions are not met, the bank will proceed to a re- 
statement of the interest rate in accordance with the actual period of the depo- 
sit as per paragraph 3; 


b) Other socialist cooperatives will earn interest as follows: 


For periods less than 12 months 0.5 percent annually 
For periods of 12-24 months 1.5 percent annually 
For periods of 24-36 months 2.5 percent annually. 


The bank will reclaim any higher interest already paid. 

(7) Moneys of socialist cooperatives in agriculture, forestry and the foodstuffs 
industry as well as their cooperative.facilities deposited in bank accounts for 
joint tinancial funds for investments earn 4 percent interest. 

(8) Moneys that are of the nature of budget rescurces do not earn interest. 
Article 4-- Concluding Regulations 


(1) This order takes effect upon publication. 


\2) All deposit contracts concluded before this order takes effect remain in force 
without change. 





in effect at the present time is the directive by the minister for agriculture, 
torestry and foodstuffs industry of 13 May 1974, “Principles for the Establish- 
ment and Use of Joint Financial Funds"--mailed direct-- 


iin¥s 
2, , } 0/2740 END 
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